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Apple  situation  (Ekstrom) — Nov.  1938,  209  (table) 
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Beef  cattle  prospects — Aug.  1936,  74 
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(Working)— Aug.  1940,  381 
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Condition  of  corn  crop — Sept.  1935,  19 
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An  interpretation  of  the  present  corn  situation   (Norton) — Oct.  1938,  199 
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437  (tables) 
See  also  Crop  conditions 
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Home  costs 

More  money  spent  by  farm  families  in  1935  (Freeman) — Apr.  1936,  49 

Labor  costs 

Labor,  horse,  and  machinery  expenses  (Johnston) — Oct.  1935,  25  (table) 
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Power  and  machinery  costs 

Labor,  horse,  and  machinery  expense   (Johnston) — Oct.   1935,  25    (table) 
Costs  of  harvesting  with  combines  (Ross  and  Hurt) — Sept. -Oct.  1936,  79  (tables) 
Combine  harvester  costs  for  1937  (Ross  and  Hurt) — May  1938,  167  (tables) 
Harvesting  costs  reduced  by  use  of  mechanical  corn  pickers  (Gehlbach) — Nov.  1938, 

205  (table) 
Recent  trends  in  power  and  labor  costs  on  Illinois  farms   (Johnston  and  Wilcox)  — 

Apr-May  1939,  241   (table) 
Cost    of    operating    tractors    in    central    Illinois,    1938    (Johnston) — Feb.    1940,    314 

(tables) 
Production  costs 

Relation     of     seasonal     milk     production     to    costs     of     production     and     marketing 

(I    .skey)— Apr.  1936,  54 
('ost  of  producing  soybeans   (Wilcox) — Dec.  1939,  295   (table) 
Cost  of  producing  corn   (Wilcox)  — Ian.   l'MO,  30  1    (table) 
Cost  of  i. reducing  hogs  (Wilcox)— Mar.   1940,  326  (table) 
Cost  of  producing  oats   (Wilcox) — May   1940,  347   (table) 
(Ost   of   producing  milk  in  Chicago  and   St.  Louis  milksheds    (Wilcox)  —  June   1940, 

363  (tables) 
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Costs — concluded  (  ^. 

Crop  costs  in  Illinois  in  193Q   (Wilcox)— Sept.  1940,  405   (table) 
Relative  profitableness  of  crops  (Wilcox) — Dec.  1940,  446   (tables) 

Cream 

Premiums  for  high-quality  cream  and  butter  (Brown) — May-June  1937,  115 
See  also  Dairy  products 

Credit 

Credit  used  by  Illinois  farmers  (Norton  and  Ackerman) — Sept. -Oct.  1937,  134  (table) 
Implications  of  recent  money  and  credit  developments  (Jordan) — Feb.  1938,  152 
Planning  investment  and  credit  program  for  the  family   (Norton) — Jan.  1941,  457 

Crop  conditions 

Illinois  conditions — July  1935,  5 

Crop  conditions  in  Illinois — Aug.  1935,  15 

Illinois  conditions— Oct.  1935,  21 

Crop  conditions — July  1936,  69   (tables) 

Indicated  crop  acreages  for  1937 — Mar. -Apr.  1937,  101    (tables) 

Agricultural  conditions — July-Aug.  1937,  122   (tables) 

Crop  prospects— July  1938,  181   (tables) 

Crop  costs  in  Illinois  in  1939  (Wilcox)— Sept.  1940,  405   (table) 

Relative  profitableness  of  crops  (Wilcox) — Dec.  1940,  446  (table) 

See  also  Corn,  Grain,  Oats,  Soybeans,  and  Wheat 

Dairy  products 

Dairy  situation — June  1935,  3 
Dairy  outlook— Aug.  1936,  75 
Relation  of  international  trade  agreements  to  incomes  of  dairy  producers    (Bartlett)  — 

Jan.-Feb.  1937,  93  (tables) 
Consideration  in  governmental  price  control  of  dairy  products  (Bartlett)- — Feb.  1939,  222 
Prospects  for  exports  of  dairy  products   (Bartlett) — Jan.   1940,  301    (tables) 
Landlord-tenant   problems   in   the   St.   Louis   milkshed    (Case   and   Hannah) — June-July 

1939,  247 
See  also  Butter,  Cheese,  Cream,  and  Milk 

•ebts 

National  debt — Aug.  1935,  14 

Cash  incomes  and  debt  ratios  of  Illinois  farmers  in  1935  (Norton  and  Sayre) — May- 
June  1937,  112  (tables) 

Mortgage  debt  and  land  use  in  Cumberland  county  (Smith  and  Norton) — July  1940, 
376  (table) 
Eggs 

Poultry  and  egg  outlook — Aug.  1936,  75 

Recent    seasonal    and    other    short-time    movements    of    poultry    and    egg    prices 
(Jordan)— Dec.  1940,  448 

Expenses 
See  Costs 

Exports 

Decline  in  value  of  agricultural  exports  continued  (Ross) — Oct.  1935,  27  (table) 

Corn  exports  (Norton)— Feb.  1938,  151 

Argentine  corn  crops  and  exports  of  United  States  corn  (Norton) — Mar.-Apr.  1938, 

160 
Corn  exports  (Norton)— Mar.  1939,  230 

Prospects  for  exports  of  dairy  products  (Bartlett) — Jan.  1940,  301  (tables) 
Prospects  for  exports  of  grain  and  livestock  products  (Norton) — Jan.  1940,  303 

Farm  management 

Variation'-  in  farm  organization  associated  with  variations  in  proportions  of  tillable 
land   in   hay  and   pasture   in   northern    Illinois,   1936  (Schruben) — Dec.   1940,  439 
(tables) 
Father-son  farm  business  relationships  (Case  and  Hannah) — Mar.  1939,  231  (table) 
Needed:    Flexible  cash  rent  (Case)— Nov.  1939,  285 
Opportunities  and  problems  of  the  small  farm  (Ross) — May  1940,  345 
Some  farm-land  inheritance  facts,  Champaign  county,  Illinois,  1860-1939  (Houghton 
and  Stewart)— Nov.  1940,  432 


See  also  Costs,  Income,  and  Land 
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Farm  products 

Prices  of  Illinois  farm  products — see  table  on  last  page  of  each  issue 

Farm  products  (Ross)— Sept.-Oct.  1937,  131   (table) 

Price  movements  of  selected  farm  products  in   1914  and   1939   (Jordan) — Sept.   1939, 

261 
See  also   Apples   and   Peaches;     Corn,   Feed,   Grain,   Oats,    Soybeans,   ami    Wheat; 

Butter,  Cheese,  Cream,  and  Milk;    Poultry  and  Eggs;    and  Cattle,  Hogs,  and 

Sheep 

Federal  programs 
AAA 

Influence  of  AAA  Programs  on  land  use  and  farm  incomes,  Illinois  accounting 
farms,  1938  and  1939  (Johnston)— Sept.  1940,  398 
Soil  conservation 

Total  agricultural  production  will  be  changed  by  new  Soil  Conservation   Pro- 
gram (J.  E.  Wills  and  Case) — Apr.  1936,  51 
"Crooked  farming"  leads  straight  to  profits  (Sauer) — Jan.  1939,  218  (tables) 
Farm  account  records  and  surveys  indicate  financial  benefits  of  soil  conserva- 
tion practices  (Sauer) — Aug.  1940,  387  (tables) 
Feed 

Balancing  supplies  of  feed  grains  and  livestock  numbers  in  1936 — Feb.  1936,  41 

Feed  supplies — Aug.  1936,  73  (table) 

Grain  supplies  and  livestock  on  feed  (Johnston) — Jan.  1938,  145  (tables) 

Cattle  and  sheep  on  feed — Jan.  1939,  217 

Relative    amounts    of    grain    and    roughage    used    by    different    classes    of    livestock      Ii 

(Mosher)—  June  1940,  360  (table) 
Prospects    for    cattle    feeding    in    the    light    of   an    index    of    cattle    feeding    profits 

(  Working)— Aug.  1940,  381 
Outlook  for  feed  grains  and  soybeans  (Norton) — Oct.  1940,  412 

Food 

Increase  in  factory  payrolls  greater  than  retail  food  prices  (Caskey) — July  1935,  8 
Food  supply  for  1935-36— Nov.  1935,  30 

Foreign  trade 

Decline  in  value  of  agricultural  exports  continued  (Ross) — Oct.  1935,  27  (table) 

Trade  agreement  between  United  States  and  Canada — Dec.  1935,  33  (table) 

First  results  of  the  trade  agreement  between  United  States  and  Canada — May-June 

1936,  59  (table) 
Cattle  importations — Aug.  1936,  74 
Relation  of  international  trade  agreements  to  income  of  dairy  producers  (Uartlett) — 

Jan.-Feb.  1937,  93 
Corn  exports  (Norton)— Feb.  1938,  151 
Argentine  corn  crops  and  exports  of  United  States  corn  (Norton) — Mar.-Apr.  1938, 

160 
Some   features   of  the   recent   trade   agreement   with    Canada   and   United    Kingdom 

(Norton)— Dec.  1938,  213  (tables)' 
Corn  exports  (Norton)— Alar.  1939,  230 

Prospects  for  exports  of  dairy  products  (Rartlett) — Jan.  1940,  301   (tables) 
Prospects  for  exports  of  grain  and  livestock  products  (Norton) — Jan.  1940,  303 

Grain 

Balancing  supplies  of  feed  grains  and  livestock  numbers  in  1936 — Feb.  1^36,  41 
Grain   supplies  and   livestock  on  feed   (Johnston) — Jan.   1938,   145   (tables) 
Grain  stocks  on  farms — Jan.  1939,  218  (table) 

Some  recent  changes  in  transportation  of  grain  (Norton)  —  Apr. May  1939,  239 
Prospects  for  exports  of  grain  and  livestock  products  (Norton) — Jan.  1940,  303 
Cost  of  handling  grain  by    Illinois  elevators  (Norton)  —  May  1940,  351    (tables) 
Water  and  truck  transportation  of  Illinois  -rain  (  Norton) — June  ll>40,  357 
Relative   amounts   of  grain   and    roughage   used   by    different    classes   of   livestock 
(  Mosher)— June  1940,  360  (table) 

Outlook  for  feed   grains  and   soybeans   (Norton) — Oct.   1940,  412 
See  also  Crop  conditions 

Hogs 

Hog  situation — June  1935,3 
June  1  pig  crop  report — July  1935,  6 

Prices   of   hogs   and   hog   products   as   affected   by    removal   of  processing   tax — Feb. 
1936,  41 
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Hogs — concluded 

June  pig  crop  report — July  1936,  71 

Hog  outlook— Aug.  1936,  74 

How  many  hogs  do  we  need?    (Johnston) — Oct.   1938,  197  (table) 

Hog  situation— Feb.  1939,  222 

Recent    hog    price    movements    in    the    light    of    supply    and    demand    conditions 

(Working)— Mar.  1940,  321  (table) 
Cost  of  producing  hogs  (Wilcox) — Mar.  1940,  326  (table) 
Changes    in    corn    and    hog    production    in    the    South    (Working) — May    1940,    352 

(tables) 
Hog  production  and  market  prospects  (Working) — Feb.  1941,  469 
See  also  Livestock 

Horses 

Labor,  horse,  and  machinery  expenses  (Johnston) — Oct.  1935,  25  (table) 

Trends  in  use  of  power  on  accounting  farms  in  Illinois  (Johnston) — May  1938,  165 

(tables) 
Recent  trends  in  power  and  labor  costs  on  Illinois  farms  (Johnston  and  Wilcox) — 

Apr.-May  1939,  241   (table) 
See  also  Livestock 

Horticultural  products 

Influence   of  weather  on   demand   for  certain   horticultural  products   (Lloyd) — Aug. 

1940,  394 
See  also  Apples  and  Peaches 

Imports 

Cattle  importations,  Aug.  1936,  74 

Income 

Proportion  of  national  income  received  by  farmers  (Bartlett) — July  1935,  9 

Post-war  losses  to  farmers  greater  than  war-time  gains — Nov.  1935,  30 

Farm  earnings  improved  slightly  in  1935  (Johnston) — Apr.  1936,  50  (table) 

Farmer's  share  of  the  consumer's  dollar — May-June  1936,  57  (table) 

Relation  of  international  trade  agreements  to  incomes  of  dairy  producers  (BartletO 

—Jan. -Feb.  1937,  93  (tables) 
Illinois  farm  incomes  increased  in  1936  (Johnston) — May-June  1937,  109  (tables) 
Cash    incomes   arid   debt   ratios   of   Illinois    farmers   in    1935    (Norton   and   Sayre) — 

May-June  1937,  112  (tables) 
Cash  farm  incomes  increasing — May-June  1937,  119  (tables) 
Prospects  for  farm  income  (Working) — May  1938,  168 
Illinois  farm  earnings  decline  in  1937  (Johnston) — June  1938,  176  (table) 
Profits  from  feeding  fall  purchased  steers  (Bachman  and  Working) — Sept.  1938,  193 
Cash  farm  income,  1938— Jan.  1939,  217  (table) 
Sources   and   uses   of   farmers'   income    (Thompson   and   Case) — Apr.-May    1939,  237 

(tables) 
Land  values  in  relation  to  farm  earnings   (Case) — Nov.   1939,  281 
Intensive  versus  extensive  farming  as  a  means  of  increasing  farm  earnings  (Mosher) 

—Feb.  1940,  311  (tables) 
Prospects    for    cattle    feeding    in    the    light    of   an    index    of    cattle    feeding    profits 

(Working)— Aug.  1940,  381 
Farm  account   records  and   surveys   indicate  financial  benefits   of  soil   conservation 

practices  (Sauer) — Aug.  1940,  387  (tables) 
Sources  and  uses  of  Illinois  farmers'  income,  1939  (Searls) — Sept.  1940,  397 
Influences   of  AAA   programs   on   land  use   and   farm   incomes,   Illinois   accounting 

farms,  1938  and  1939  (Johnston)— Sept.  1940,  398 
Recent  developments  in  farm  income  (Working) — Nov.  1940,  428 
Effect  of  increased  roughage  production  on  farm  income  (Johnston) — Jan.  1941,  453 

(tables) 

Industrial  production 

Meat  packing  industry  not  decentralizing — May-June  1936,  59  (table) 

A  new  index  of  industrial  production  per  capita  (Warren  and  Working) — Dec.  1938, 

215 
Revised  index  of  industrial  production  (Warren) — Nov.  1940,  434 
See  also  Business  conditions 

Inflation 

Price   inflation:     Causes   and   prospects — Part    I.     Causes   of   inflation    (Working)  — 
Nov.  1939,  277 
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Inflation — -concluded 

Price  inflation:    Causes  and  prospects — Part   II.    Prospects  for  inflation  (Working) — 

I  tec.  1939,  289 
Is  inflation  imminent?    (Working)— Oct.  1940,  409 

Investment 

Planning  investment  and  credit  program  for  the  family  (Norton) — Jan.  1941,  457 

Labor 

Increase  in  factory  payrolls  greater  than  retail  food  prices  (Caskey) — July  1935,  8 

Unemployment  and  factory  payrolls — Aug.   1935,  13 

Changes  in  factory  payrolls  for  specific  Illinois  markets  ( I'artlett) — Oct.  1935,  21 

Labor,  horses,  and  machinery  expenses  (Johnston) — Oct.  1935,  25  (table) 

Trends  in  use  of  power  on  accounting  farms  in  Illinois   (Johnston) — May  1938,  165 

(tables) 
Recent  trends  in  power  and  labor  costs  on  Illinois  farms  (Johnston  and  Wilcox)  — 

Apr.- May  1939,  241   (table) 
Some   effects  of  mechanization   on  amounts  and  costs   of   farm   labor   (Ross) — Oct. 

1940,  417  (tables) 
Land 

More  farms  in  Illinois  (Case) — July  1935,  7 

Land  tenure  in  Illinois  (Ackerman  and  Stewart) — Apr.  1936,  52  (table) 

Shifting  real  estate  values  in  Illinois  (Stewart  and  W.  J.  Wills) — Sept. -Oct.  1936,  80 

Yield  dependability  in   rating  Illinois   farm   land   (Stewart  and  W.  J.   Wills) — Jan.- 

Feb.  1937,  97  (tables) 
Indicated  acreages  for  1937 — Mar.-Apr.  1937,  101   (tables) 
Farm   land  rented   in   Illinois   townships   (Stewart  and  Ackerman) — Julv-Aug.   1937, 

125   (table) 
1938  corn  acreage  allotments  (Working) — June  1938,  178  (tables) 

Continued  upward  trend  in  Illinois  land  values  (Stewart  and  Mutti) — Nov.  1938,  207 
Tenancy  not  fully  wedded  to  land  values  (Stewart) — June-July  1939,  250 
Land  values  in  relation  to  farm  earnings  (Case) — Nov.  1939,  281  (table) 
Illinois  land  ratings  as  an  aid  in  land  assessments  (Stewart) — Jan.  1940,  306 
Opportunities  and  problems  of  the  small  farm  (Ross) — May  1940,  345 
(  hvnership  of  rented  land  in  east-central  Illinois  (Scofield) — May  1940,  349  (tables) 
Mortgage  debt  and  land  use  in  Cumberland  county  (Smith  and  Norton) — Julv  1940, 

376  (table) 
Influence    of   AAA    programs   on    land   use   and    farm    incomes,    Illinois   accounting 

farms,  1938  and  1939  (Johnston)— Sept.  1940,  398 
Some  farm-land  inheritance  facts,  Champaign  county,  Illinois,  1860-1939  (Houghton 

and  Stewart)— Nov.  1940,  432 
Variations  in  farm  organization  associated  with  variations  in  proportions  of  tillable 

land   in   hay  and   pasture   in   northern   Illinois,   1936   (Schruben) — Dec.    1940,   43'' 

(tables) 
War  and  its  effect  on  land  prices  (Stewart) — Feb.  1941,  475 

Factors  influencing  land  use  in  Vermilion  county    (Smith  and   Norton) — Mar.    1941,  492 
See  also  Farm  management  and  Tenancy 

Legislation 

An    analysis    of    Illinois    legislation     relative    to    consolidation     of    political    units 
(  Hannah)— Mar.  1941,  495 

Livestock 

Balancing  supplies  of  feed  grains  and  livestock  numbers  in  1936 — Feb.  1936,  41 

Numbers  of  livestock  on  farms — Mar.  1936,46  (table) 

Livestock  conditions — July  1936,  70 

Grain  supplies  and  livestock  on  bed  (Johnston)  —  |:m.  1938,  145  (tables) 

Livestock  on  Farms,  Jan.  1,  1938  (Ross)— Feb.  1938,  149  (tables) 

Livestock  situation  (Johnston) — Aug.   1938,  189 

Livestock  on  farms— Feb.   1939,  221   (table) 

Farm  accounts  indicate  increasing  livestock  production  (Johnston) — Mar.  1939,  229 

Prospects  for  exports  of  grain  and  livestock  products  (Norton) — Jan.  1940,303 

Illinois  livestock  production  on  increase  (Johnston)  —  Mar.  1940,  328 

Relative    amounts    of    grain    and    roughage    used    l>v    different    classes    of    livestock 

(  Mosher)— June  L940,  360  (table) 
Changes  in  livestock  production  on  2,847  Illinois  accounting  farms,  1940  (Johnston) 

—  Mar.  1941,  489  (table) 
See  also  Cattle,  Hogs,  Horses,  and  Sheep 
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Living  standards 

Comparison  of  living  standards  in  different  countries  (Bartlett) — Jan.  1938,  146 

Loans 

Loans  on  sealed  corn  (Norton) — Nov.-Dec.  1937,  142 

Effects   of   uniformity   of   corn    loans,   regardless   of   location    (Norton) — Dec.    1940, 
437  (table) 

Machinery 

Labor,  horse  and  machinery  expenses  (Johnston) — Oct.  1935,  25  (table) 

Costs  of  harvesting  with  combines  (Ross  and  Hurt) — Sept. -Oct.  1936,  79  (tables) 

Trends  in  use  of  power  on  accounting  farms  in  Illinois  (Johnston) — May  1938,  165 

(tables) 
Combine  harvester  costs  for  1937  (Ross  and  Hurt) — May  1938,  167  (tables) 
Harvesting   costs    reduced    by   use    of   mechanical    corn    pickers    (Gehlbach) — Nov. 

1938,  205  (table) 
Recent  trends  in  power  and  labor  costs  on  Illinois  farms  (Wilcox) — Apr. -May  1939, 

241  (table) 
Cost    of    operating    tractors    in    central    Illinois,    1938    (Johnston) — Feb.    1940,    309 

(tables) 
Some   effects  of  mechanization  on  amounts  and  costs  of  farm  labor   (Ross) — Oct. 

1940,  417  (tables) 

Marketing 

Relation  of  seasonal  milk  production  to  costs  of  production  and  marketing  (Caskey) 

—Apr.  1936,  54 
Changes  in  retail  distribution  methods — Dec.  1936,  90  (table) 
Distribution    of    milk    through    stores    and    depots    (Bartlett) — May-June    1937,    116 

(tables) 
Soybean  marketing  outlook  (Norton) — Sept. -Oct.  1937,  133 
A  survey  of  Illinois  cooperative  marketing  and  purchasing  associations  (Simerl  and 

Norton)— July  1938,  183 
Some  recent  changes  in  transportation  of  grain  (Norton) — Apr. -May  1939,  239 
Eastern  corn  belt  farmers'  cooperative  shifts  emphasis  to  meet  changing  conditions 

(Freemyer)— Oct.  1939,  273  (tables) 
Illinois  stockmen  patronize  central  markets  (Ashby) — Apr.  1940,  337  (table) 
Water  and  truck  transportation  of  Illinois  grains  (Norton) — June  1940,  357 

Meat 

Meat  packing  industry  not  decentralizing — May-June  1936,  59  (table) 
Consumers  and  graded  beef  (Ashby  and  Hedlund) — Feb.  1940,  317 
See  also  Cattle,  Hogs,  Horses,  Sheep,  and  Livestock 

Milk 

High  whole  milk  prices  encourage  canned  milk  consumption  (Palmer) — July  1935,  7 
Comparison  of  whole  milk  and  butter  prices  in  St.  Louis  milkshed — Jan.  1936,  39 
Relation  of  seasonal  milk  production  to  costs  of  production  and  marketing  (Caskev) 

—Apr.  1936,  54 
Distribution    of    milk    through    stores    and    depots    (Bartlett) — May-June    1937,    116 

(tables) 
High   market   milk  prices   reduce   milk  consumption    (Bartlett) — Mar. -Apr.    1938,    161 

(table) 
Wholesale  prices  of  market  milk,  condensed  milk,  and  cheese  as  related  to  butter 

prices  (Bartlett )— Oct.  1938,201  (table) 
Increasing   milk    consumption    through    use    of   quantity    discounts    (Bartlett)  —  Mar. 

1940,  329  (table) 
Cost   of   producing  milk   in    Chicago   and   St.    Louis    milkshed    (Wilcox)  —  Fune    1940, 

363  (tables) 
Maintaining  stability  in  the  market  milk  industry  through  the  use  of  flexible  prices 

(Bartlett)— July  1940,  369  (table) 
Quantity   discounts  as  a  means  of  increasing  milk  consumption    (Lee) — Aug.   1940, 

384  (tables) 
Increasing  milk  consumption  by   lowering  distribution   costs   (Bartlett) — Nov.    1940, 

421  (tables) 
Ouality    requirements   of  milk   in    relation    to   consumption    (Naden) — Ian.    1941,   458 

(table)  _ 
See  also  Dairy  products 
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Miscellaneous 

American   Institute  of  Cooperation — Apr.  1936,  49 
Farm  and  Home  Week— Nov.-Dcc.  1937,  137 

Oats 

Cost  of  producing  oats  (Wilcox)— May  1940,  347  (table) 
See  also  Crop  conditions 

Outlook 

Agricultural  outlook  for  1936— Jan.  1936,  37 

Agricultural  outlook — May-June  1936,  60 

Business  outlook — Aug.  1936,  74 

Hog  outlook— Aug.  1936,  74 

Sheep  outlook — Aug.  1936,  75 

Dairy  outlook — Aug.  1936,  75 

Poultry  and  egg  outlook — Aug.  1936,  75 

Agricultural  outlook  for  1937— Dec.  1936,  89 

Soybean  marketing  outlook  (Norton) — Sept. -Oct.  1937,  133 

Wheat  outlook  (Simerl)— Aug.  1938,  191 

Prospective  plantings  for  1939— Mar.  1939,  235  (table) 

Factors  in  the  present  outlook  (Norton) — Aug.  1939,  253 

Outlook  for  feed  grains  and  soybeans  (Norton) — Oct.  1940,  412 

Peaches 

Illinois  peach  prospects — Feb.  1936,  43 
See  also  Horticultural  products 

Pigs 

See  Hogs 

Poultry 

Poultry  and  egg  outlook — Aug.  1936,  75 

Recent    seasonal    and    other    short-time    movements    of    poultry    and    egg    prices 
(Jordan)— Dec.  1940,  448 
Power 

See  Horses  and  Machinery 
Prices 
Corn 

Corn  prices  in  years  of  short  crops  (Working) — Sept. -Oct.  1936,  81  (table) 
Seasonal  types  of  corn  price  movements  (Working) — Noy.-Dec.  1937,  137 
Corn  price  situation  (Working  and  Jordan) — -Oct.  1939,  269 
Premiums  for  white  corn  (Jordan) — Dec.  1939,  297  (table) 
Dairy  products 

High    whole   milk   prices   encourage    canned    milk   consumption    (Palmer) — lulv 

1035,  7  (table) 
Comparison  of  whole  milk  and  butter  prices  in  St.  Louis  milkshed — Jan.  1936,  39 
Premium  for  high-quality  cream  and  butter  (Brown) — May-June   1937,  115 
High   market   milk  prices   reduce  milk  consumption    (Bartlett) — Mar. -Apr.    1938, 

161  (table) 
Wholesale    prices   of   market   milk,   condensed   milk,   and    cheese,   as    related   to 

butter  prices  (Bartlett)— Oct.  1938,201  (table) 
Consideration  in  governmental  price  control  of  dairy  products  (Bartlett) — Feb. 

1939,  222 
Maintaining   stability   in   the  market   milk  industry  through   the   use   of  flexible 
prices  (Bartlett)— July  1940,369  (table) 
Farm 

Prices  of  Illinois  farm  products — see  last  page  of  each  issue 

Illinois   farm  prices — June   1935,2 

Business  conditions  and  Illinois  farm  prices — July   1935,  5 

Illinois  farm  prices — Aug.  1935,  15  (table) 

Illinois  farm  prices — Sept.  1135,  17 

Illinois  farm  prices — Nov.  1935,  30 

General  business  conditions  and  Illinois  farm  prices — Jan.   1936,  37  (table) 

I 'lire  movements  of  selected   farm   products  in    l'>14  and   L939  (Ionian) — Sept. 

1939,  261 
General 

Increases    in    factory    payrolls    greater    than    retail    food    prices    (Caskev) — July 

1935,  8 
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Prices — concluded 

Increase  in  purchasing  power  of  Illinois  farmers — Sept.  1935,  17 

Price  inflation:    Causes  and  prospects — Part  I.    Causes  of  inflation  (Working) — 
Nov.  1939,  277 

Price     inflation:      Causes     and     prospects — Part     II.      Prospects     for     inflation 
(Working)— Dec.  1939,  289 

Course  of  the  price  level  (Working) — Apr.  1940,  341 

Is  inflation  imminent?    (Working)— Oct.  1940,  409 
Hogs 

Prices  of  hogs  and  hog  products  as  affected  by  removal  of  processing  tax — Fel>. 
1936,  41 

Recent    hog   price    movements   in   the    light   of   supply   and   demand    conditions 
(Working)— Mar.  1940,  321   (table) 
Soybeans 

What  about  soybean  prices  this  fall?    (Jordan) — Oct.  1935,  22 

Prospects  for  soybean  prices  (Working  and  Jordan) — Sept.  1939,  265 

Effect   of   increased   supplies   upon   soybean   meal   prices   in    1940-41    (Jordan) — 
July  1940,  378 

Price  prospects  for  soybeans  and  soybean  products  as  indicated  by  past   rela- 
tionships (Jordan) — Jan.  1941,  465 
War 

War-time  prices  (Working) — Sept.  1939,  257 

Profits 

See  Income 

Relief 

Relationship  between  rural  relief  problems  and  agriculture  in  Illinois  (Lindstrom) — 
Mar.  1941,  485 
Rents 

Needed:    Flexible  cash  rent  (Case) — Nov.  1939,  285 

Ownership  of  rented  land  in  east-central  Illinois  (Scofield) — May  1940,  349  (tables) 

Roughage 

Relative    amounts    of    grain    and    roughage   used    by    different    classes    of    livestock 

(Moslier)— June   1940,  360  (table) 
Effect  of  increased  roughage  production  on  farm  income  (Johnston) — Jan.  1941,  453 

(tables) 
See  also  Crop  conditions 

Sheep 

Sheep  outlook — Aug.  1936,  75 
Cattle  and  sheep  on  feed — Jan.  1939,  217 
Sheep  cycle  (Hughes)— Oct.  1940,  415 
See  also  Livestock 

Soil  conservation 

Sec  Federal  programs 

Soybeans 

What  about  soybean  prices  this  fall?    (Jordan) — Oct.  1935,  22 

Have  soybeans  moved  up?    (Working) — Mar. -Apr.  1937,  104  (tables) 

Soybean  marketing  outlook  (Norton) — Sept. -Oct.  1937,  133 

Soybean  situation  (Norton)— Nov.  1938,  208 

Competitive  position  of  soybean  oil  (Simerl) — June-July  1939,  245 

Prospects  for  soybean  prices  (Working  and  Jordan) — Sept.  1939,  265 

Competitive  position  of  soybean  meal  (Simerl) — Nov.  1939,  286 

Cost  of  producing  soybeans   (Wilcox) — Dec.   1939,  295 

Effect    of  increased   supplies   upon   sovbean   meal   prices   in    1940-41    (Jordan) — July 

1940.  378 
Outlook  for  feed  grains  and  soybeans  (Norton) — Oct.  1940,  412 

Price  prospects  for  soybeans  and  soybean  products  as  indicated  by  past  relation- 
ships (Jordan)— Jan.  1941,  465 
See  also  Crop  conditions 

Taxes 

Prices  of  hogs  and   hog  products  as  affected  bv   the   removal   of  processing  tax — 

Feb.  1936,  41 
Tax  foreclosure  to  eliminate  tax  delinquency  (Walter) — June  1940,  365 
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Tenancy 

I. and  tenure  in  Illinois  (Ackerman  and  Stewart) — Apr.  1936,  52  (table) 
Landlord-tenant   problems   in    St.    Louis   milkshed    (Case  and   Hannah)  —  lune-Iulv 

1939,  247 
Tenancy  not  fully  wedded  to  land  values  (Stewart) — June-July  1939,  250 
<  >wnership  of  rented  land  in  east-central  Illinois  (Scofield)  —  May  1940,  349  (tables) 
Thousands  of  ex-tenants  (Case) — Sept.  1940,  403 
Compensation   to  tenants   for  improvements  and  disturbance   (Hannah)  —  Feb.   1941, 

480 

Transportation 

Some  recent  changes  in  transportation  of  grain  (Norton) — Apr. -May  1939,  23') 
Water  and  truck  transportation  of  Illinois  grain   (Norton) — June  1940,  357 

War 

War-time  prices  (Working) — Sept.  1939,  257 

This  war  and  the  farmer  (Jordan) — Feb.  1940,  309 

Post-war  losses  to  farmers  greater  than  war-time  gains — Nov.  1935,  30 

War  and  its  effect  on  land  prices  (Stewart) — Feb.  1(M1,  475 

Weather 

Effect  of  weather  conditions — June  1935,  2 

Influence   of  weather  on   demand   for  certain   horticultural   products    (Llovd) — Aug.     p 

1940,  394 

Wheat 

Wheat  prospects — June  1935,  3 

Wheat  situation— Sept.   1935,  19  (table) 

Wheat  situation  (Ross) — May-June  1937,  111   (table) 

Wheat  prospects  for  1938  (Working)— Tune  1938,  174  (tables) 

Wheat  outlook  (Simerl)— Aug.  1939,  191 

See  also  Crop  conditions 
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Decline  in  value  of  agricultural  exports  continued — Oct.  1935,  27 
Costs  of  harvesting  with  combines  {with  Hurt) — Sept. -Oct.  1936,  79 
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Ross,  R.  C. — concluded 

Wheat  situation— May- June  1937,  111 

Farm  products— Sept. -Oct.   1937,   131 

Livestock  on  farms,  January  1,  1938— Feb.  1938,  149 

Phases  in  agricultural  situation — Alar. -Apr.  1938,  157 

Combine  harvester  costs  for  1937  (with  Hurt) — May  1938,  167 

Opportunities  and  problems  of  the  small  farm — May  1940,  345 

Some  effects  of  mechanization  on  amounts  and  costs  of  farm  labor — Oct.  1940,  417 

Sauer,  Elmer  S. 

"Crooked  farming"  leads  straight  to  profits — Jan.  1939,  218 

Farm    account    records    and    surveys    indicate    financial    benefits    of    soil    conservation 
practices — Aug.  1940,  387 

Sayre,  C.  R. 

Cash   incomes   and   debt    ratios   of   Illinois   farmers   in    1935    (with    Norton) — May-June 
1937,  112 

Schruben,  L.  W. 

Variations    in    farm   organization   associated    with   variations   in   proportions    of    tillable 
land  in  hay  and  pasture  in  northern  Illinois,  1936 — Dec.  1940,  439 

Scofield,  W.  H. 

Ownership  of  rented  land  in  east-central  Illinois — May  1940,  349 
Tenants'  problems  point  to  need  for  lease  improvement — Jan.  1941,  461 

Searls,  E.  N. 

Standards  for  cold  storage  locker  plants — Apr.  1940,  338 

Sources  and  uses  of  Illinois  farmers'  income,  1939 — Sept.   1940,  397 

Simerl,  L.  H. 

A  survey  of  Illinois  cooperative  marketing  and  purchasing  associations  (with  Norton)  — 

July  1938,  183 
Wheat  outlook— Aug.  1938,  191 

Competitive  position  of  soybean  oil — June-July  1939,  245 
Competitive  position  of  soybean  meal — Nov.  1939,  286 

Smith,  N.  L. 

Mortgage  debt  and  land  use  in  Cumberland  county  (zvith  Norton) — July  1940,  376 
Factors  influencing  land  use  in  Vermilion  county  (zvith  Norton) — Mar.  1941,  492 

Stewart,  C.  L. 

Land  tenure  in  Illinois  (zvith  Ackerman)— Apr.  1936,  52 

Shifting  real  estate  values  in  Illinois  (zvith  W.  J.  Wills)— Sept. -Oct.  1936,  80 

Yield  dependability  in  rating  Illinois  farm  land  (zvith  W.  J.  Wills)— Jan. -Feb.  1937,  97 

Farm  land  rented  in  Illinois  townships  (with  Ackerman)- — July-Aug.  1937,  125 

Continued  upward  trend  in  Illinois  land  values  (with  Mutti) — Nov.  1938,  207 

Tenancy  not  fully  wedded  to  land  values — June-July  1939,  250 

Illinois  land  ratings  as  an  aid  in  land  assessments — Jan.  1940,  306 

Some     farm  -  land    inheritance     facts,    Champaign     county,     Illinois,     1860-1939     (zvith 

Houghton)— Nov.  1940,  432 
War  and  its  effect  on  land  prices — Feb.  1941,  475 

Thompson,  N.  O. 

Sources  and  uses  of  farmers'  income  (zvith  Case) — Apr. -May  1939,  237 
Walter,  G.  H. 

Tax  foreclosure  to  eliminate  tax  delinquency — June  1940,  365 
Warren,  F.  G. 

A  new  index  of  industrial  production  per  capita  (zvith  Working) — Dec.  1938,  215 

Revised  index  of  industrial  production — Nov.  1940,  434 

Wilcox,  R.  H. 

Recent  trends  in  power  and  labor  costs  on  Illinois  farms    (zvith    Johnston) — Apr. -May 

1939,  241 
Cost  of  producing  soybeans — Dec.  1939,  295 
Cost  of  producing  corn — Jan.  1940,  304 
Cost  of  producing  hogs — Alar.  1940,  326 
Cost  of  producing  oats — May  1940,  347 
Cost  of  producing  milk  in  the  Chicago  and  St.  Louis  milksheds — June  1940,  363 
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Wilcox,  R.  H. — concluded 

Crop  cots  in  Illinois  in  1939— Sept.  1940,  405 
Relative  profitableness  of  crops — Dec.  1940,  446 

Wills,  J.  E. 

Total  agricultural  production  will  be  changed  by  new  Soil  Conservation  program 

Case)— Apr.  1936,  51 

Wills,  W.  J. 

Shifting  real  estate  values  in  Illinois   (with  Stewart) — Sept. -Oct.  1936,  80 

Yield  dependability  in  rating  Illinois  farm  land  (with  Stewart) — Jan. -Feb.  1937,  97 

Working,  E.  J. 

Corn  prices  in  years  of  short  crops — Sept. -Oct.  1936,  81 

Have  soybeans  moved  up? — Mar. -Apr.  1937,  104 

Seasonal  types  of  corn  price  movements — Nov.-Dec.  1937,  137 

Prospects  for  farm  income — May  1938,  168 

Wheat  prospects  for  1938— June  1938,  174 

1938  corn  acreage  allotments — -June  1938,  178 

Profits  from  feeding  fall  purchased  steers  (until  Bachman) — Sept.  1938,  193 

A  new  index  of  industrial  production  per  capita   (with  Warren) — Dec.  1938,  215 

War-time  prices— Sept.  1939,  257 

Prospects  for  soybean  prices  (with  Jordan) — Sept.  1939,  265 

Corn  price  situation  (with  Jordan) — Oct.  1939,  269 

Price  inflation:    Causes  and  prospects,  Part  I. — Causes  of  inflation — Nov.  1939,  277 

Price  inflation:    Causes  and  prospects,  Part  II. — Prospects  for  inflation — Dec.  1939,  289 

Recent  hog  price  movements  in  the  light  of  supply  and  demand  conditions — Mar.   1940, 

321 
Course  of  the  price  level — Apr.  1940,  341 

Changes  in  corn  and  hog  production  in  the  South — May  1940,  352 
Prospects  for  cattle  feeding  in  the  light  of  an  index  of  cattle  feeding  profits— Aug.  1940, 

381 
Is  inflation  imminent ?— Oct.  1940,  409 
Recent  developments  in  farm  income — Nov.  1940,  428 
Hog  production  and  market  prospects — Feb.  1941,  469 

Unsigned  articles 

Business  conditions — June  1935,  1 

Effect  of  weather  conditions — June  1935,  2 

Illinois  farm  prices — June  1935,  2 

Wheat  prospects — June  1935,  3 

Hog  situation — June  1935,  3 

Dairy  situation — June  1935,  3 

Illinois  conditions — July  1935,  5 

Business  conditions  and  Illinois  farm  prices — July  1935,  5 

June  1  pig  crop  report — July  1935,  6 

Cold  storage  holdings — July  1935,  6 

Unemployment  and  factory  payrolls — Aug.  1935,  13 

National  debt— Aug.  1935,  14 

Illinois  farm  prices — Aug.  1935,  14 

Crop  conditions  in  Illinois — Aug.  1935,  15 

Illinois  farm  prices — Sept.  1935,  17 

Increase  in  purchasing  power  of  Illinois  farmers — Sept.  1935,  17 

General  business  conditions — Sept.  1935,  18 

Wheat   situation— Sept.  1935,  19 

Condition  of  corn  crop     Sept.  1935,  1° 

Cattle  on  Eeed     Sept.  1935,  19 

Illinois  conditions — Oct.  1935,  21 

General  business  conditions — Oct.  1935,  21 

General  business  conditions     Nov.  1935,  2') 

Illinois    farm   prices — Nov.    1935,  30 

Food  supply  for  1935-36— Nov.  1935,  30 

Post-war  losses  to  farmers  greater  than  war-time  gains     Nov.  1935,  30 

Trade  agreements  between  United  States  and  Canada — Dec.  1935.  33 

General  business  conditions  and  Illinois  farm  juices — fan.  1936,  37 

ultural  outlook  for  1936    Jan.  1936,  37 
Comparison  of  whole  milk  and  butter  juices  in  the  St.  Louis  milkshed — Jan.  1936,  39 
Balancing  supplies  of  feed  -rains  and  livestock  numbers  in  1936 — Feb.  1936,  41 
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Unsigned  articles — concluded 

Prices   of   hogs  and   hog  products  as   affected   by  the   removal   of   the   processing  tax — 

Feb.  1936,41 
Illinois  peach  prospects — Feb.   1936,  43 
Numbers  of  livestock  on  farms — -Mar.  1936,  46 
American  Institute  of  Cooperation — Apr.  1936,  49 
Farmer's  share  of  the  consumer's  dollar — May-June  1936,  57 
First  results  of  the  trade  agreement  between  the  United  States  and  Canada — May-June 

1936,  59 
Meat  packing  industry  not  decentralizing — May-June  1936,  59 
Agricultural  outlook — May-June  1936,  60 
Crop  conditions — July  1936,  69 
Livestock  conditions — July  1936,  70 
June  pig  crop  report — July  1936,  71 
Business  outlook — Aug.  1936,  73 
Feed  supplies — Aug.  1936,  73 
Beef  cattle  prospects — Aug.  1936,  74 
Cattle  importations — Aug.  1936,  74 
Hog  outlook— Aug.  1936,  74 
Sheep  outlook — Aug.  1936,  75 
Dairy  outlook — Aug.  1936,  75 
Poultry  and  egg  outlook — Aug.  1936,  75 
Genera]  business  conditions — Nov.  1936,  85 
Agricultural  outlook  for  1937— Dec.  1936,  89 
Changes  in  retail  distribution  methods — Dec.  1936,  90 
Domestic  business  conditions — Jan. -Feb.  1937,  93 
Business  conditions — Mar.-Apr.  1937,  101 
Indicated  acreages  for  1937— Mar.-Apr.  1937,   101 
Cash  farm  incomes  increasing — May-June  1937,  119 
General  business  conditions — July-Aug.  1937,  122 
Agricultural  conditions — July-Aug.  1937,  122 
Farm  and  home  week — Nov. -Dec.   1937,  137 
Crop  prospects — July  1938,  181 

Measures  of  agricultural  and  business  conditions — July  1938,  185 
Cattle  and  sheep  on  feed — Jan.  1939,  217 
Cash  farm  income,  1938— Jan.  1939,  217 
Grain  stocks  on  farms — Jan.  1939,  218 
Livestock  on  farms — Feb.  1939,  221 
Hog  situation— Feb.  1939,  222 
Prospective  plantings  for  1939— Mar.  1939,  235 


TABLE  INDEX 
AAA  program 

See  Federal  programs 

Acreages 
Barley 

Illinois,  average  1931-32,  1934,  and  1935— Aug.  1935,  15 
Illinois  and  United  States— Mar.-Apr.  1937,  102 

Planted,  United  States  and  Illinois,  1935,  1936,  1937,  and  1938— Mar.-Apr.  1938,  158 
Indicated  for  1939  compared  with  1938  and  average  1929-1938— Mar.  1939,  235 
Corn 

Illinois,  1921-1932,  1934,  and  1935— Aug.  1935,  15 

United  States — May-June  1936,  63 

Illinois — May-June  1936,  63 

Illinois  and  United  States— Mar.-Apr.  1937,  102 

Planted,  United   States  and  Illinois,  1935,  1936,  1937,  and   1938— Mar.-Apr.   1938, 

158 
Prospective,  1938— June  1938,  178 
Selected  corn-belt  states — June  1938,  179 

Indicated,  1939  compared  with  1938  and  average,  1929-1938— Mar.  1939,  235 
Oklahoma  and  Texas,  1928-1939— May  1940,  353 
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Acreages — concluded 

Planted,  seven  southern  states,  1928-1939— May  1940,  354 

Illinois  and  United  States,  1931-1939— Jan.  1941,  453 
Cotton 

Oklahoma  and  Texas,  1928-1939— May  1940,  353 

Planted,  seven  southern  states,  1928-1939— May  1940,  353 
Cowpeas 

Illinois  and  United  States — Mar.-Apr.  1937,  102 

Planted,  United  States  and  Illinois,  1935,  1936,  1937,  and  1938—  Mar.-Apr.  1938,  158 

Indicated,  1939  compared  with  1938  and  average  1929-1938— Mar.  1938.  235 

Oklahoma  and  Texas,  1928-1939— May  1940,  353 

Harvested,  seven  southern  states,  1928,  1939— May  1940,  354 
Flax 

United  States,  planted,  1935,  1936,  1937,  1938— Mar.-Apr.  1938,  158 

Indicated,  1939  compared  with  1938  and  average,  1929-1938— Mar.  1939,  235 
Grain 

Used  by  different  classes  of  livestock — June  1940,  362 
Grain  sorghums 

Indicated,  1939  compared  with  1938  and  average  1929-1938—  Mar.  1939,  235 
Hay 

Illinois,  average  1921-1932,  1934,  and  1935— Aug.  1935,  15 

Indicated,    tame    hay,    1939,    compared   with    1938   and    average,    1929-1938 — Mar. 
1939,  235 
Oats 

Illinois,  average  1921-1932,  1934,  and  1935— Aug.  1935,  15 

United  States — May-June  1936,  63 

Illinois — May-June  1936,  63 

Illinois  and  United  States— Mar.-Apr.  1937,  102 

Indicated,  1939  compared  with  1938  and  average,  1929-1938— Mar.  1939,  235 
Peanuts 

Oklahoma  and  Texas,  1928-1939— May  1940,  353 

Harvested,  seven  southern  states,  1928-1939— May  1940,  354 
Potatoes 

Illinois  and  United  States— Mar.-Apr.  1937,  102 

Indicated,  1939  compared  with  1938  and  average  1929-1938— Mar.  1939.  235 

Principal  crops 

Harvested,  Oklahoma  and  Texas,  1928-1939— May   1940,  353 

Harvested,  seven  southern  states,  1928-1939— May  1940,  354 
Roughages 

Used  by  various  classes  of  livestock — June  1940,  362 
Soybeans 

Illinois,  average  1921-1932,  1934,  and  1935— Aug.  1935,  15 

United  States — May-June  1936,  63 

Illinois — Mav-June  1936,  63 

Illinois  and  United  States— Mar.-Apr.  1937,  102 

Indicated,  1939  compared  with  1938  and  average  1929-1938— Mar.  1939,  235 

Oklahoma  and  Texas,  1928-1939— May  1940,  353 

Harvested,  seven  southern  states,  1928-1939— May   1040,  354 
Wheat 

Illinois,  average  1921-1932,  1934,  and  1935— Aug.  1935,  15 

Harvested,  1924- 1935— Sept.  1935,  18 

United  States — May-June  1936,  63 

Illinois— May-June  1936,  63 

Spring  wheat,   Illinois  and   United   States — Mar.-Apr.   1937,  102 

Indicated,   spring   wheat,   compared   with    1('38  and   average    1929-1938 — Mar.    1939, 
235 

Winter  wheat,  Oklahoma  and  Texas,  1928-1939— May  1040,  353 

Apples 

See  Cold  storage,  Crop  production,  Exports,  Imports,  Prices,  Tariff  rates 

Barley 

See  Acreages,  Imports,  Crop  production,  Tariff  rates 
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Beef 

See  Cold  storage 

Business  conditions 

See  back  page  of  each  issue  for  indexes  of  business  conditions 

Bran 

See  Imports,  Tariff  rates 

Butter 

See  Cold  storage,  Prices 

Canada 

Sec  Exports,  Imports,  Tariff  rates 

Capital 

Available  to  foreign  countries  from  the  United  States,  1914  to  1921 — Jan.  1940,  302 

Carryover 

Wheat,  United  States  and  world,  July  1,  1924-1935— Sept.  1935,  18 
Corn   on   farms,   Oct.    1,   1940,   selected   states,  average    1928-1938   and    1938-39— Dec. 
1940,  438 
Cattle 

See  Imports,  Livestock  numbers,  Marketing,  Roughages,  Tariff  rates 

Cheese 

See  Cold  storage 

Chickens 

Srr  Imports,  Tariff  rates 

Cold  storage 
Holdings 

Apples,  beef,  dairy  products  (butter  and  cheese),  eggs  (frozen  and  shell),  fruits 
(frozen),  lard,  pork,  poultry  (frozen),  and  vegetables  (frozen),  April  1,  1933- 
1937,  1937,  and  1938— Mar.-Apr.  1938,  160 
Locker  plants 

Capacity  and  investment  of  4  cold-storage  locker  plants  in  northwestern  Illinois 

—Apr.  1940,  339 
Operating    expenses,    average    of   4    locker    plants,    northwestern    Illinois,    first 
343.5  plant  days— Apr.  1,  1940,  340 

Combines 

See  Acreages,  Machinery 

Consumption 

Cottonseed  oil 

United  States,  1929-1936— Mar.-Apr.  1937,  107 
Milk 

Apparent  consumption  of  canned  milk,  United  States,  1927-193-1 — July  1935,  8 
Daily,  per  capita,  in  14  cities  having  more  than  500,000  population,   May   193-1 — 

May-June  1937,  116 
Changes  in  estimated  daily  per  capita,  New  York  metropolitan  area,  1910-1932 — 

May-June  1937,  117 
Utilization,  United  States— Oct.  1938,  201 
Effect   upon  per  capita  consumption   caused  bv   quantity   discounts,   1933-1938 — 

Aug.  1940,  385 
Quantity  discounts,  effect  upon   per  capita  consumption  for  groups  of  patrons 
in  various  income  levels,  1933-1938— Aug.  1940,  386 
Fats  and  oils 

Apparent,  United  States,  1929-1936— Mar.-Apr.  1037,  107 
United  States  by  classes  of  products,  1938 — June-July,  1939,  246 
Lard 

United  States,  1929-1936— Mar.-Apr.  1937,  107 
United  States,  1924-1929,  1934-1937,  and  1937— Oct.  1938,  197 
Linseed  oil 

United  States,  1929-1936—  Mar.-Apr.  1937,  107 
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Consumption — concluded 
Pork 

United  States,  1924-1929,  1934-1937,  and  1937— Oct.  1938,  1()7 
Soybean  oil 

United  States,  1929-1936— Mar.-Apr.  1937,  107 

Cooperative  marketing 
See  Marketing 

Corn 

See  Acreages,  Carryover,  Expenses,  Imports,   Machinery,  Prices,  Crop  production, 
Stocks,  Tariff  rates,  Yields 

Cotton 

See  Acreages 

Cottonseed  oil 

See  Consumption,  Crop  production 

Cowpeas 

See  Acreages 

Cows 

See  Cattle 

Cream 

See  Imports,  Tariff  rates 

Credit 

Borrowed  funds,  purposes  for — Sept. -Oct.   1937,  134 

Crop  production 
Apples 

Indicated,  Illinois,  1936— July  1936,  69 

United  States  and  Illinois,  1928-1932,  and  1937— July-Aug.  1937,  123 

United  States  and  Illinois,  1937— Sept.-Oct.  1937,  132 

United  States  and  Illinois,  1927-1936,  1937,  indicated  1938— Julv  1938,  182 

By  regions  and  selected  states,  average  1927-1936,  1931,  and  1938— Nov.  1938,  210 

Commercial,  bv  regions  and  in   Illinois,  average   1928-1937,   1937,   1938,  indicated 

1939— Oct.  "1939,  272 
United  States,  1932-1939  and  indicated  1939— Oct.  1939,  272 
United  States,  1932-1939— Oct.  1939,  273 

Barley 

Illinois,  average  1921-1932,  1934,  and  1935— Aug.  1935,  15 

United  States  and  Illinois,  1928-1932,  1937— July-Aug.  1937,  123 

United  States  and  Illinois,  1927-1936,  1937,  and  indicated  1938— July  1938,  182 

Corn 

Illinois,  average  1921-1932,  1934,  and  1935— Aug.   1935,  15 

Indicated,   Illinois,   1936— Julv   1936,  69 

United   States  and   Illinois,   1928-1932,  and   1937— July-Aug.   1937,   123 

United  States  and  Illinois,  1937— Sept.-Oct.  1937,  132 

United  States  and  Illinois,  1927-1936,  ll)37,  and  indicated   1938— July   1938,  182 

Illinois,  yellow,  white-,  and  mixed  as  percent  of  total  production — Dec.  1939,  298 

Cost,  Champaign  and   Piatt  counties,  1920-1924  and  1934-1938— Jan.  1940,  305 

Seven  cotton  states  and  Oklahoma  and  Texas,  1928-1939— May  1940,  354 

Cost,  Champaign  and  Piatt  counties,  1939 — Sept.  1940,  407 

Seven  cotton  states  and  Oklahoma  and  Texas,  1928-1939— May  1940,  354 

Cost,  Champaign  and    Piatt    counties,    L939— Sept.    l'MO,  407 

Selected  states,  average  1928-1938  and  1938-39— Dec.  1940,  438 

Cottonseed  oil 

United  States,  1929-1936— Mar.-Apr.  1()37,  107 

Fats  and  oils 

United  States,  1929-1936— Mar.-Apr.  1937,  107 

Apparent  consumption,  United  States,  1929-1936 — Mar.-Apr.  1937,  107 

Grain  sorghums 

United  States  and  Illinois,  1928-1932— July-Aug.  1937,  123 
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Crop  production — concluded 
Grapefruit 

United  States,  1932-1938— June-July  1939,  272 
Hay 

Illinois,  average  1921-1932,  1934,  and  1935— Aug.  1935,  15 

Indicated,  Illinois,  1936— July  1936,  69 

United  States  and  Illinois,  1928-1932— July-Aug.  1937,  123 

Alfalfa,  United  States  and  Illinois,  1927-1936,  1937,  and  indicated  1938— July  1938, 
182 

All   tame,   United   States   and   Illinois,   1927-1936,   1937,  and   indicated   1938— July 
1938,  182 

Clover,  United  States  and  Illinois,  1927-1936,  1937,  and  indicated  1938—  Tuly  1938, 
182 

Alfalfa,  cost,  Champaign  and  Piatt  counties,  1939 — Sept.  1940,  407 

Clover,  cost,  Champaign  and  Piatt  counties,   1939 — Sept.   1940,  407 

Soybean,  cost,   Champaign  and  Piatt  counties,   1939 — Sept.   1940,  407 
Linseed  oil 

United  States,  1929-1936—  Mar.-Apr.  1937,  107 
Oats 

Illinois,  average  1921-1932,  1934,  and  1935— Aug.  1935,  15 

Indicated,  Illinois,  1936— July  1936,  69 

United  States  and  Illinois,  1928-1932,  and  1937— July-Aug.  1937,  123 

United  States  and  Illinois,  1927-1936,  1937,  and  indicated  1938— July  1938,  182 

Costs,  Champaign  and  Piatt  counties,  1920-1924  and  1934-1938— May  1940,  347 

Cost,  Champaign  and  Piatt  counties,  1939 — Sept.  1940,  407 
Oranges 

United  States,  1932-1938— Oct.  1939,  272 
Peaches 

Indicated,  Illinois,  1936— July  1936,  69 

United  States  and  Illinois,  1928-1932— July-Aug.  1937,  123 

United  States  and  Illinois,  1927-1936,  1937,  and  indicated  1938— July  1938,  182 
Pears 

Indicated  Illinois,  1936— July  1936,  69 

United  States  and  Illinois,  1928-1932,  and  1937— July-Aug.  1937,  123 

United  States  and  Illinois,  1927-1936,  1937,  and  indicated  1938— Julv  1938,  182 

United  States,  1932-1938,  and  indicated  1939— Oct.  1939,  272 
Potatoes 

United  States  and  Illinois,  1928-1932,  and   1937— July-Aug.   1937,  123 

United  States  and  Illinois,  1927-1936,  1937,  and  indicated  1938— July  1938,  182 
Soybeans 

Illinois,  average  1921-1932,  1934,  and  1935— Aug.  1935,  15 

Illinois,  indicated,  1936— July  1936,  69 

United  States  and  Illinois,  1937— Sept.-Oct.  1937,  132 

Costs,  Champaign  and  Piatt  counties,  1922-1926  and  1934-1938— Dec.  1939,  296 

Costs,  Champaign  and  Piatt  counties,  1939 — Sept.  1940,  407 
Soybean  oil 

United   States,   1929-1936— Mar.-Apr.   1937,   107 
Sweet  potatoes 

United  States  and  Illinois,  1928-1932,  and  1937— July-Aug.  1937,  123 
Wheat 

Illinois,  as  reported  by  the  U.S.D.A. — Aug.  1935,  15 

United  States,  1924-1935— Sept.  1935,  38 

Illinois,  indicated,  1936— July  1936,  69 

United  States  and  Illinois,  1928-1932,  and  1937— July-Aug.  1937,  123 

United  States  and  Illinois,  1937— Sept.-Oct.  1937,  132 

United  States,  1927-1936,  1937,  and  indicated  1938— July   1938,   182 

Crop  prospects 

1936  compared  with  production  in  1935  and  1928-1932— Aug.  1936,  74 

Debts 

Owner-operators  keeping  farm  accounts,  Illinois,  1935 — May-June  1937,  112 
Tenant-operators  keeping  farm  accounts,  Illinois,  1935 — May-June   1937,  113 
Per  acre  debt  of  Cumberland  county  farms  as  related  to  land  use — July  1940,  375 
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Eggs 

See  Cold  storage,  Imports,  Tariff  rates 

Expenses 

Crop  costs 

Corn  husking,  pull-type  and  mounted  pickers,  Illinois  1937 — Nov.  1938,  206 
Harvesting,  acre   and   bushel,   machine   and   hand   methods,   Illinois,    1937 — Nov. 

1938,  206 
Soybeans,  production,  Champaign  and   Piatt  counties,  1922-1926  and   1934-1938 — 

Dec.  1939,  296 
Corn,  production,  Champaign  and   Piatt  counties,   1920-1924  and   1934-1938 — Jan. 

1940,  305 
Oats,  production,  Champaign  and  Piatt  counties,  1920-1924,  and   1934-1938 — May 

1940,  347 
Grain,  handling  by  elevators — May  1940,  351 
Grain,  handling  cost  as  related  to  volume,  43  Illinois  companies,   1937-38 — May 

1940,  352 
Production,  1939,  Champaign  and  Piatt  counties — Sept.  1940,  407 
Dairy  products 

Distribution    costs,    milk    depots,    Danville,    Illinois,    January,    1937 — May-June 

1937,  118 
Distribution  costs,  store  and  depot,  Boston  and  Danville — May-June   1937,  119 
Milk  production  costs  and  returns — Jan.  1940,  364 
Costs  in  relation  to  milk  production  per  cow — June  1940,  364 
Milk    distribution    costs,    wholesale    and    home-delivery,    California,    1937 — Nov. 

1940,  423 
Milk  distribution,  wholesale,  glass  and  paper  bottles,  New  York  City — Nov.  1940, 

423 
Milk   distribution    costs,   paper   containers    in    two    California   areas,    1939 — Nov. 

1940,  425 
Milk   distribution,  wholesale   routes,   glass   bottles,   Boston,  paper   bottles,   New 

York— Nov.  1940,  428 
Farms 

Comparison  of  expenses  for  labor,  horses,  and  machinery  per  crop  acre  on  farms 

of  different  sizes  and  operated  with  different  types  of  power,  central  Illinois 

accounting  farms,  1930-1934— Oct.  1935,  26 
Comparison  of,  accounting  farms  from  selected  areas  in  Illinois,  1934  and  1935 — 

Apr.  1936,  50 
Variation,  accounting  farms  in   Illinois,  by  farming-type  areas,  1936 — May-June 

1937,  110 
Soil    Conservation    Service    cooperating   and    non-cooperating    farms,    1935    and 

1937— Jan.  1939,  219 
Normal,  based  on  farm  records  in  central  Illinois  for  1937 — Mar.  1939,  233 
Labor 

Man  labor,  horse,  and  machinery  cost  per  crop  acre,  Illinois  accounting  farms, 

1930-1936— May  1938,  166 
Costs  of  use  of  labor,  horses,  and  tractors,  1923-1937 — Apr. -May  1939,  243 
Labor,  distribution  by  kinds  in  various  farming-type  areas  in  Illinois — Oct.  1°40, 

417 
Livestock 

Hogs,    cost    of    producing,    per    cwt.,    Champaign    and    Piatt    counties,    1°20-1°24, 

1  "34-1938— Mar.  1940,328 
Locker  plant  operating  expenses,  average  4  lockers,  northwestern  Illinois — Apr 

1940,  340 
Machinery 

Tractor   costs   per   hour   for  variation   in    number   of   hours   used,   central    Illinois, 

1938— Feb.  1940,  316 
Tractors,  horsepower  ratings  from  12.2  to  18.9  on  heavy  and  light  soils,  central 

Illinois,  1938— Feb.  1940,  316 
Tractms,   operating    COStS,    rubber   and    Steel    wheels,   central    Illinois,    1938 — Feb. 

1940,  317 
See  also  Labor 

Exports 

Wheal  from  United  States,  1924-1935— Sept.  1935,  18 

Proportion  of  value  represented  by  selected  commodity  groups — Oct.  1935,  27 
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Exports — concluded 

United    States    to    Canada,   agricultural    products    under    reduced   duties — May-June 

1936.  59 
Industrial  losses,  effect  upon  dairymen's  income — Jan. -Feb.  1937,  96 
Wheat  from  United  States,  1923-1935— May-June  1937,  111 
Lard,  United  States,  1924-1929,  1934-1937,  and  1937— Oct.  1938,  197 
Pork,  United  States,  1924-1929,  1934-1937,  and  1937— Oct.  1938,  198 
Canada  to  United  States — Dec.  1938,  214 
United  States  to  Canada— Dec.  1938,  214 
Applet  United  States,  1932-1939— Oct.  1939,  273 
Dairy  products,  United  States,  1914-1919  and  1937-38— Jan.  1940,  301 

Farm  products 

See  back  page  of  each  issue  for  prices  and  price  indexes  of  Illinois  farm  products 

Fats  and  oils 

See  Consumption,  Cottonseed  oil,  Lard,  Linseed  oil,  Crop  production 

Federal  programs 
AAA  program 

Analysis  of  Illinois  account  records  grouped  according  to  participation  in  AAA 

programs,  1938  and  1939— Sept.  1940,  400 
Analysis  by  farming-type  areas,  average  for  1938  and  1939 — Sept.   1940,  401 
Soil  conservation  program 

Crop  yields,  trend,  Soil  Conservation  Service  cooperating  and  non-cooperating 

farms,  1935  and  1937— Jan.  1939,  219 
Income,  gross  and  net,  cooperating  and  non-cooperating  farms,  1935-1937 — Jan. 

1939,  219 
Land  use,  trends,  cooperating  and  non-cooperating  farms,   1935-1937 — Jan.   1939, 

219 
Soil   ratings,  crop  yields,  and   soil-building  legumes,   LeRoy  Soil   Conservation 

Service  area,  1939— Aug.  1940,  389 
Tenure   related  to  land  use,  crop  yields,  and  amount  of  livestock,   LeRoy  Soil 

Conservation  Service  area,  1939 — Aug.  1940,  390 
Crop  yields,  contour  cultivation  compared  with  usual  field  system,  LeRoy  Soil 

Conservation  Service  area,  1939 — Aug.  1940,  391 
Soil  ratings,  land  use,  and  crop  yields,  Edwardsville  area,  1939 — Aug.  1940,  392 
Roughages,  use  of,  as  related  to  livestock  returns  and  farm  incomes,  Edwards- 
ville area,  1939— Aug.  1940,  393 
Roughages,    use    of,    related    to    dairy    costs,    Edwardsville    Soil    Conservation 
Service  area,  1939— Aug.  1940,  393 
Feed 

Amounts  used  in  producing  milk — June  1940,  365 

Value  per  100  acres  as  related  to  percent  of  tillable  land  in  hay  and  pasture,  1936 — 


Dec.  1940,  442 


Land  use.  variations  in,  effect  on  feed  production — Jan.  1941,  455 

Flax 

See  Acreages 

Fruits 

Sec  Apples,  Cold  storage,  Grapefruit,  Oranges,  Peaches,  Pears 

Grapefruit 

See  Crop  production 

Grain  stocks 
Grain 

On  farms,  United  States,  April  1 — May-June  1936,  64 

Commercial  stocks  report,  United  States,  April  11,  1936 — May-June  1936,  64 

On  hand  July  1— July  1936,  70 

On  farms,  Illinois  and  United  States,  April  1,  1937— Mar.-Apr.  1937,  102 

On  farms  July  1,  1938— July  1938,  182 

On  farms  January  1,  1939 — Illinois  and  United  States — Jan.  1939,  218 
Oats 

On  farms,  October  1,  1937— Sept. -Oct.  1937,  132 
Wheat 

On  farms,  October  1,  1937— Sept.-Oct.  1937,  132 
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Government  payments 

Receipts  from  January  u>  April,  1937,  Illinois — May-June  1937,  11'' 
Receipts  from  January  to  April,  1937,  United  States— May-June  1937,  119 
See  also  Income 

Grain  sorghums 

See  Acreages,  Crop  production 

Hay 

See  Acreage,  Expenses,  Production 

Hogs 

See  Expenses,  Imports,  Livestock  production,  Roughages,  Sales,  Tariff  duties 

Horses 

Use  of,  1923-1937— Apr.-May  1939,  243 
See  also  Expenses,  Livestock  numbers 

Imports 

Wheat  into  United  States— Sept.  1935,  18 

Agricultural  products,  Canada  from  United  States,  value — Dec.  1938,  214 

Agricultural  products,  United  States  from  Canada,  value — Dec.  1938,  214 

Income 

Changes  in  farm  cash  income  and  factory  payrolls  in  United  States,  1929-1935 — Jan. 

1936,  38 
Comparison  of  on  accounting  farms  from  selected  areas  in  Illinois,  1934  and  1935 — 

Apr.  1935,  50 
Dairymen's,  decline  as  a  result  of  lower  hutter  prices — Jan. -Feb.  1937,  96 
Accounting  farms,  Illinois,  1934,  1935,  and  1936— May-June  1937,  110 
Variation,  accounting  farms  in  Illinois  by  farming-type  areas,  1936 — May-June  1937, 

110 
<  hyner-operators  keeping  farm  accounts,  Illinois  1935 — May-June  1937,  112 
Tenant-operators  keeping  farm  accounts,  Illinois,  1935 — May-June   1937,   113 
Receipts    from   sale   of   principal    farm   products,    January    to   April,    1937,    Illinois — 

May-June  1937,  119 
Receipts  from  sale  of  principal  farm  products,  January  to  April,  1937,  United  States 

—May-June  1937,  119 
Per  acre,   Illinois  accounting  farms,   1925-1929,   1930-1934,   1935,   1936,  and    1037— June 

1938,  177 
Farm,  United  States  and  Illinois,  1937  and  1938— Jan.  1939,  217 
Soil  Conservation  Service  cooperating  farms  and  non-cooperating  farms,  gross  and 

net,  1935  and  1937— Jan.  1939,  219 
Sources  of  net  cash  receipts — Apr.-May  1939,  237 
Non-cash  from  the  farm— Apr.-May  1939,  237 

Earnings  on  farms  differing  in   intensity  of  business  and  in   size — Feb.    1940,  313 
Earnings  as  related  to  number  of  above-average  efficiency  factors — Feb.  1040,  314 
Receipts,  net  cash,  source — Sept.  1940,  397 
Income,  cash,  use — Sept.   1040,  398 
Income,  non-cash,  from  farm — Sept.  1940,  398 
Payments,  benefit,  received  by  accounting  farmers  in   Illinois,  In   area-.  1936-1939 — 

'  Sept.  1940,  399 
Sources,  and  differences  of  labor  requirements — Oct.  1940,  418 

Sources,  as  related  to  percent  of  tillable  land  in  hay  and  pasture,  1936 — \)^-c.  1940,  -14-4 
Profit    per    acre    of    important    held    crops    grown    in    Champaign    and    Piatt    counties, 

1935-1939-^ec.  1940,  447 
Land  use,  variations,  effect  on — Jan.  1941,  455 
Source,  farms  in  various  groups — Jan.  1941,  456 
See  also  Government  payments 

Industrial  production 

Indexes,  1937  and  1938— June  1038,  175 

Labor 

Requirements,  differences  with  various  source-  of  income — Oct.  1040,  418 
Requirements  in  relation  to  size  of  farm — Oct.  1940,  418 

Lambs 

See  Roughages 
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Land 

Rented,  distribution  of  township  percentages,  by  farming-type  areas,  Illinois  1935 — 

July-Aug.  1937,  127 
Use,  trends,  Soil  Conservation  Service  cooperating  and  non-cooperating  farms,  1935- 

1937— Jan.  1939,  219 
Value,  earned,  based  on  net  cash  earnings  per  acre  by  farming-type  areas,  Illinois, 

1926-1938— Nov.  1939,  284 
Si/A  of  farms  and  effect  on  relative  earnings — Feb.  1940,  313 

Size  of  farm  as  related  to  number  of  above-average  efficiency  factors — Feb.  1940,  314 
Percent  of  rented  land  owned  by  various  types   of  owners,  3  cash   grain   counties, 

Illinois,  1938— May  1940,  350 
Percent   distribution   of   rented   land   owned   by   private   individuals   classified   as   to 

place  of  residence,  3  cash  grain  counties,  Illinois,  1938 — May  1940,  350 
Land   use   in   Cumberland   countv,   Illinois,   1935,  as   related   to   debt   per   acre — Julv 

1940,  376 
Use,  as  related  to  percent  of  tillable  land  in  hay  and  pasture,  1936 — Dec.  1940,  440 
Grain  land  in  grain  crops  and  hay  and  pasture  land  in  roughage  crops  associated 

with  tillable  land  in  hay  and  pasture — Dec.  1940,  440 
Tillable  land  in  hay  and  pasture  as  related  to  average  investment  per  farm,  1936 — 

Dec.  1940,  444 
Tillable  land  in  hay  and  pasture  as  related  to  income  by  sources,  1936 — Dec.  1940,  444 
Tillable  land  in  corn,  hay,  and  pasture,  1931-1939 — Jan.  1941,  453 
Use,   variations   in,   effect   on    farm    income    and    feed   production,    Central    Illinois, 

averages  for  1931,   1936,  and  1937— Jan.   1941,  455 

Lard 

See  Cold  storage,  Consumption,  Exports,  Livestock  production  and  livestock  products 

Linseed  oil 

See  Consumption,  Crop  production 

Livestock  numbers 
Cattle 

On  farms,  January  1,  1924-1941— Jan.  1941,  455 
Horses 

Number  per  farm,  Illinois  accounting  farms,  1926,  1932,  and  1938 — May  1938,  165 
Livestock 

Estimated  numbers  on  United  States  farms,  January  1,  1925-1936 — Mar.  1936,  45 

United  States,  January  1,  1938— Feb.  1938,  150 

On  farms,  Illinois,  January  1,  1936,  1937,  1938— Feb.  1938,  150 

On  farms,  United  States  and  Illinois,  January  1,  1927-1936  average,  1935  to  1939 — 
Feb.  1939,  221 

On  farms,  United  States,  January  1,  1930-1939,  1939,  1940,  1941— Mar.  1941,  491 
Mules 

Number  per  farm,  Illinois  accounting  farms,  1926,  1932,  and  1938 — May  1938,  365 

Livestock  production  and  livestock  products 
Dairy  products 

Milk,  per  cow,  relation  to  costs  and  profits — June  1940,  364 

Milk,  related  to  amounts  of  feed  and  man  labor  used — June  1940,  365 
Hogs 

Pig  crops,  by  regions,  average  1929-1933  and  annual,  1935  and  1939 — Mar.  1940,  322 

Cost,  per  cwt.  Champaign  and  Piatt  counties,  1920-1924  and  1934-1938— Mar.  1940, 
.    328 

Pig  crops,  seven  cotton  states  and  Oklahoma  and  Texas,  1928-1939 — May  1940, 
354 

Pig  crops,  1924-1941— Jan.  1941,  454 
Lard 

United  States,  1929-1936— Mar.-Apr.  1937,  107 

United  States,  1924-1929,  1934-1937,  and  1937— Oct.  1938,  197 
Pork 

United  States,  1924-1929,  1934-1937,  and  1937— Oct.  1938,  197 

Livestock  value 

Livestock  on  farms,  United  States,  January  1,  1938 — Feb.  1938,  150 
Livestock  on  farms,  Illinois,  January  1,  1936,  1937,  and  1938— Feb.  1938,  150 
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Machinery 
Combines 

Harvesting  costs,  1935— Sept.-Oct.  1936,  79 
Acreages  harvested,  1935 — Sept.-Oct.  1936,  79 
Average  operating  costs,  1935 — Sept.-Oct.  1936,  80 
Acreages  harvested,  1937 — May  1938,  167 
Harvesting  costs,  1937— May  1938,  167 
Average  operating  costs,  Illinois — May  1938,  168 
Corn-pickers 

Corn  husked,  two-row  mechanical  pickers,  Illinois,  1937 — Nov.  1938,  206 
Rate  of  husking,  two-row  mechanical  pickers,  Illinois,  1937 — Nov.  1938,  206 
See  also  Expenses 
Expenses 

Comparison    of   expenses    for   lahor,    horses,   and    machinery   per   crop   acre    on 

farms  of  different  sizes  and  operated  with  different  types  of  power,  central 

Illinois  accounting  farms,  1930-1934— Oct.  1935,  26 
Tractors 

Cost  records,  1923-1937— Apr.-May  1939,  243 

Fuel  used,  by  soil  types — Feb.  1940,  315 

Cost  per  hour  for  variations  in   number  of  hours  used,  Central   Illinois,   1938 — 

Feb.  1940,  316 
Costs,    horsepower    ratings    from    12.2    to    18.9    heavy    and    light    soils,    Central 

Illinois,  1938— Feb.  1940,  316 
Operating  costs,  rubber  and  steel  wheels,  Central  Illinois,  1938 — Feb.  1940,  317 

Marketing 
Cattle 

Beef,  percentage  to  market  each  month — May-June  1936,  66 
Cooperative 

Estimated  membership  and  business  of  associations,  United  States,  and  Illinois, 

marketing  season,  1934-35 — May-June  1936,  58 
Statistical  summary  of  cooperative  association  survey,  Illinois,  1936 — Julv   1938, 

182 
Eastern  corn-belt  farmers'  cooperative,  volume  of  products  handled  and  source 

of  net  profits— Oct.  1939,  274 

Milk 

See  Consumption,  Expenses,  Livestock  production,  Sales 

Mules 

See  Livestock  numbers 

Oats 

See  Acreages,  Imports,  Prices,  Crop  production,  Stocks,  Tariff  rates,  Yields 

Oranges 

See  Crop  production 

Payrolls 

Factory,  changes  in,  compared  with  changes  in  butter  prices — Jan. -Feb.  1937,  95 
Received   for  production  of  industrial  exports,  1925-1929  compared  with   1930-1935 — 
Jan.- Feb.  1937,  95 

Peaches 

See  Crop  production 

Peanuts 

See  Acreages 

Pears 

See  Crop  production 

Pigs 

See  Hogs 

Pork 

See  Cold  storage,  Consumption,  Exports,  Imports,  Livestock  production.  Tariff  rates 

Potatoes 

See  Acreages,  Crop  production 
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Poultry 

Sec  Chickens,  Cold  storage,  Eggs 

Power 

Type-,  percentages  on  Illinois  accounting  farms,  1930-1936 — May  1938,  166 
See  also  Expenses,  Horses,  Machinery 

Prices 

Illinois  farm  products — see  back  page  of  each  issue 

Milk,  average  retail,  whole  and  evaporated  milk,  price  spreads,  and  apparent  con- 
sumption of  canned  milk,  United  States,  1927-193-1 — July   1935,  8 

Wheat,  average,  all  parcels,  Liverpool — Sept.  1935,  18 

Wheat,  No.  2  hard  winter,  Chicago — Sept.  1935,  18 

Corn,  United  States  and  Illinois  average  farm  price — May-June  1936,  63 

Oats,  United  States  and  Illinois  average  farm  price — May-June  1936,  63 

Soybeans,  United  States  and  Illinois  average  farm  price — May-June  1936,  63 

Wheat,  Illinois  average  farm — May-June   1936,  63 

Wheat,  United  States  average  farm  price — May-June  1936,  63 

No.  3  yellow  corn  at  Chicago — Sept. -Oct.  1936,  83 

Store,  retail  chain,  compared  with  independent  retailers'  prices — Dec.  1936,  91 

Butter,  compared  with  factory  payrolls — Jan. -Feb.  1937,  95 

Butter,  decline  accompanying  loss  of  industrial  exports — Jan. -Feb.  1937,  96 

Apples,  farm  price,  1932-1939— Oct.  1939,  273 

Butter,  wholesale,  in  the  Chicago  dairy  district,  1914-1921— Jan.  1940,  302 

Milk,  wholesale  market,  condensery  milk,  Chicago  dairy  district,  1914-1921 — Jan. 
1940,  302 

Milk,  home-delivered  and  store,  Chicago  and  New  York  City,  1925-1940 — Jan.  1941, 
460 

Property 

Owner-operators  keeping  farm  accounts,  Illinois,  1935 — May-June  1937,  112 
Tenant-operators  keeping  farm  accounts,  Illinois,  1935 — May-June  1937,  113 

Real  estate 

Proportion  of,  operated  by  tenure  classes,  Illinois,  1930  and  1935 — Apr.  1936,  53 

Roughages 

Values  and  acreages  used  by  various  classes  of  livestock — June  1940,  362 

Sales 
Milk 

Distribution,  Class  I,  by  units,  St.  Louis  marketing  area,  July,  1934-1939 — Mar. 

1940,  330 
Ouantitv-discount  basis,  proportion  of  patrons,  Champaign-Urbana,  1933-1938 — 

Aug.  1940,  385 
Retail,  proportion  in  gallon  lots,  Champaign-Urbana,  1933-1938 — Aug.  1940,  385 
Hogs 

Analysis  of  marketings,  1939— Apr.  1940,  337 
Sheep 

See  Lambs,  Livestock,  Roughages 
Soil  conservation  program 
See  Federal  programs 
Soybeans 

See  Acreages,  Consumption,  Crop  production,  Expenses,  Imports,  Prices,  Tariff 
rates,  Yields 

Sweet  potatoes 

See  Crop  production 

Tariff  rates 

Levied  by  United  States  on  certain  agricultural  products — Dec.  1938,  214 
Levied  by  Canada  on  certain  agricultural  products — Dec.  1938,  214 

Tenancy 

Type-of-tenancy  survey,  comments  classified — Jan.  1941,  464 

Vegetables 

See  Cold  storage,  Potatoes,  Sweet  potatoes 
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Wheat 

See  Acreages,  Carryover,  Crop  production,  Exports,  Imports,  Prices,  Stocks,  Yields 

Yields 
Corn 

Illinois,  1919-1934— Jan.-Feb.  1937,98 
Prospective,  1938— June  1938,  178 

Trends,  Soil  Conservation  Service  cooperating  and  non-cooperating  farms,  1935 
and  1937— Jan.  1939,  219 
Oats 

Illinois,  1919-1934— Jan.-Feb.  1937,  98 

Trends,  Soil  Conservation  Service  cooperating  and  non-cooperating  farms,  1935 
and  1937— Jan.  1939,  219 
Soybeans 

Trends,  Soil  Conservation  Service  cooperating  and  non-cooperating  farms,  1935 
and  1937— Jan.  1939,  219 
Wheat 

Winter  wheat  in  Illinois,  1919-1935— Jan.-Feb.  1937,  99 
See  also  Federal  programs 


Cooperative   Extension  Work  in   Agriculture  and   Home   Economics:     University  of  Illinois,   College  of 

Agriculture,  and  the  United  States  Department  of  Agriculture  cooperating.     H.   P.   Rusk, 

Director.    Acts  approved  by  Congress  May  8  and  June   30,   1914. 


Illinois  Farm  Economics 


Department  of  Agricultural  Economics,  College  of  Agriculture  and 

Agricultural  Experiment   Station,  in   cooperation   with   the 

Agricultural  Extension  Service,  University  of  Illinois 
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During  recent  years  Illinois  farmers  have  had  cause  to  give  increasing  at- 
ention  to  the  economic  phases  of  agriculture.  In  response  to  their  interest,  the 
College  of  Agriculture  has  held  Agricultural  Adjustment  Conferences  and  Out- 
ook  meetings  thruout  the  state  for  a  number  of  years,  has  published  annual 
Outlook  Reports  and  in  other  ways  has  endeavored  to  bring  current  economic 
nformation  to  the  attention  of  farmers  and  to  aid  in  its  interpretation.  The  time 
;eems  opportune  to  add  a  further  effort  in  the  publication  of  pertinent  and  timely 
economic  information  which  should  be  useful  but  is  not  generally  available  in 
:ondensed  form.  Consequently,  the  Department  of  Agricultural  Economics  in 
:ooperation  with  the  Agricultural  Extension  Service  is  undertaking  the  puli- 
ation of  "Illinois  Farm  Economics,"  as  a  means  of  supplying  such  information. 
It  is  the  desire  to  make  this  publication  of  distinct  service  to  farmers. 
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Business  Conditions.  Changes  in  industrial  production  are  important  to 
>oth  farmers  and  city  people  since  increases  in  farm  income  and  in  employment 
ire  primarily  dependent  upon  this  factor.  The  course  of  business  activity  in  the 
Jnited  States  which  was  downward  from  1929  to  1933,  registered  a  definite 
lpward  trend  from  1933  to  1935  (Fig.  1).  Industrial  production  in  the  first  four 
nonths  of  1935  was  40  percent  higher  than  in  the  corresponding  months  of  1933 
ind  7  percent  higher  than  in  1934. 
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The  income  of  United  States  factory  workers  from  January  to  April,  1935 
was  55  percent  higher  than  for  the  corresponding  months  of  1933  and  6  percent 
higher  than  in  1934.  Factory  payrolls  increased  primarily  as  a  result  of  increased 
industrial  production.  Reduction  of  costs  of  living  in  1933-34  and  the  program  oi 
the  X.K.A.  were  secondary  factors  causing  increases  in  the  purchasing  power  of 
factory  workers. 

The  most  important  factor  affecting  industrial  production  and  factory  pay- 
rolls has  been  the  increased  production  of  automobiles.  From  January  to  April] 
1935,  automobile  production  was  two  and  one-half  times  that  of  the  corresponding 
months  of  1933,  and  nearly  50  percent  higher  than  in  1934.  The  steel  and  rubbes 
industries  ranked  next  in  the  rate  of  increased  production.  The  automobile  in- J 
dustry  uses  the  major  part  of  the  rubber  manufactured  in  the  United  States,  and 
is  also  the  largest  customer  of  finished  steel,  having  utilized  21  percent  of  the  J 
total  output  of  this  product  in  1934. 

Only  small  increases  during  the  past  two  years  have  occurred  in  the  produc- 
tion of  the  food,  petroleum,  textiles,  leather,  and  tobacco  industries,  since  there 
were  only  slight  decreases  in  their  production  from  1930  to  1933. 

Following  the  world-wide  depression,  there  has  been  an  upward  trend  in 
business  activity  from  1933  to  1935,  in  England,  Germany.  Japan,  Italy,  Canada, 
Netherlands,  Czechoslovakia,  and  Sweden,  as  well  as  in  the  United  States.  Low1 
industrial  production  in  France  and  Belgium  constitutes  the  only  exceptions  to 
this  general  upward  trend.  It  is  thus  evident  that  the  economic  forces  influencing 
the  present  recovery  are  world-wide  in  scope. 

Undoubtedly,  governmental  policies  in  any  particular  country  tend  to  ac- 
celerate or  retard  the  rate  of  business  recovery.  World-wide  improvement, 
however,  is  the  dominant  factor  in  the  present  business  situation.  Consequently, 
while  some  adjustments  will  be  "necessary,  for  some  businesses,  it  is  reasonable 
to  believe  that  the  discontinuance  of  the  major  part  of  the  N.R.A.  program  in  the 
United  States  following  the  recent  Supreme  Court  decision  is  not  likely  to  affect 
seriously  the  present  upward  trend  of  business  activity  in  this  country. 

Effect  of  Weather  Conditions.  Weather  conditions  since  April  1  have 
had  a  marked  effect  upon  the  normal  seasonal  program  of  Illinois  farmers.  Conl 
tinued  and  excessive  rainfall  in  most  sections  of  the  state  and  cool  weather  have 
delayed  planting  operations  of  corn  and  soybeans,  and  necessitated  replanting  oi 
some  early-planted  corn.  These  conditions  have  caused  a  serious  peak  in  demands 
for  labor  and  power  resulting  in  long  hours  and  much  night  work.  These  un- 
favorable conditions  have  had  their  compensation,  however,  in  the  rapid  recover! 
of  pastures  following  the  1934  drouth,  the  replacement  of  depleted  subsoil 
moisture,  development  of  small  grains,  and  reducing  the  anticipated  damage  from 
chinch  bugs. 

According  to  Professor  Flint,  State  Entomologist,  the  cool  weather  has 
greatly  retarded  the  development  of  chinch  bugs,  and  little  damage  to  small  grains 
is  expected.  Damage  to  corn  will  be  late  and  less  severe  than  last  year,  with 
barriers  necessary  on  a  small  proportion  of  the  small  grain  fields. 

Illinois  Farm  Prices.  The  indexes  of  Illinois  grain  prices  in  May  1935, 
averaged  11  percent  less  than  for  April  (Table  B).  Decreases  in  the  farm  prices 
of  corn,  wheat,  oats,  and  barley  can  be  attributed  to  improved  crop  prospects  for 
these  products.  Illinois  farm  prices  in  May  for  hogs,  milk  cows,  sheep,  and 
horses  were  slightly  higher,  and  for  beef  cattle,  lambs,  and  veal  calves  slightl] 
lower  than  those  for  April  when  corrected  for  seasonal  variation.  The  index  of 
butterfal  prices  in  May,  1935,  was  19  percent  lower  than  the  April  index.  Indexes 
of  farm  prices  of  milk,  eggs,  and  chickens  were  slightly  higher  in  May  than 
in  April.  The  Illinois  combined  index  of  farm  prices  was  3  percent  lower  in 
Ma\  than  in  April,  largely  as  a  result  of  the  reduction  in  prices  of  grain  and  of  \ 
butter  fat. 


Wheat  Prospects.  Present  indications  point  to  a  carryover  of  old  wheat 
in  the  United  States  on  July  1  of  about  160,000,000  bushels.  While  this  is  some- 
what larger  than  that  for  the  years  1925-1928,  it  is  much  below  the  figures  of 
more  recent  years.  A  marked  increase  in  carryover  began  in  1929  and  continued 
until  1933,  when  it  reached  about  390,000,000  bushels.  These  increases  resulted 
in  large  part  from  shrinkage  in  export  demand.  The  reduction  in  carryover  since 
1933  has  been  the  result  of  lower  production  as  affected  by  unfavorable  seasons, 
insect  damage,  and  by  the  acreage  control  program.  Estimates  as  of  May  1  in- 
dicated a  winter  wheat  crop  of  30,497,000  acres  and  a  production  of  432,000,000 
bushels.  This  represents  an  increase  of  6  percent  over  the  short  crop  of  1934, 
but  a  reduction  of  30  percent  from  the  average  for  the  five-year  period  1928-1932. 
With  favorable  moisture  conditions  during  May  over  much  of  the  important 
wheat  area,  it  is  probable  that  later  estimates  will  show  some  increase. 

The  spring  wheat  acreage  was  expected  to  be  about  the  same  as  that  planted 
in  1934.  Drouth  conditions  last  year  caused  abandonment  of  nearly  half  the 
acreage  seeded  and  low  yields  generally.  With  conditions  quite  favorable  this 
year  in  most  of  the  area,  a  more  normal  production  appears  likely.  Total  wheat 
production  for  1935  appears  ample  to  meet  domestic  requirements,  and  with  good 
yields  may  provide  some  wheat  for  export. 

The  Hog  Situation.  The  prices  of  hogs  and  the  numbers  going  to  market 
continue  to  reflect  the  drastic  decrease  in  numbers  last  year.  As  a  result  the  usual 
seasonal  increase  in  numbers  marketed  during  the  early  summer  months  is  ex- 
pected to  be  less  than  normal.  Market  supplies  for  the  latter  part  of  the  year 
will  be  indicated  more  definitely  when  the  June  pig  survey  becomes  available,  but 

arlier  indications  pointed  to  a  spring  pig  crop  considerably  less  than  that  of  1934. 
Altho  market  weights  have  increased  with  recent  improvement  in  the  corn-hog 
ratio,  slaughter  supplies  are  likely  to  continue  small  for  at  least  another  year. 

Storage  stocks  of  pork  on  May  1  were  77  percent  of  the  five-year  average 
1930-1934  compared  with  90  percent  a  year  ago;  stocks  of  lard  were  89  percent 
Dt"  the  five-year  average,  compared  with  160  percent  a  year  ago.    A  low  level  of 

xports  is  likely  to  continue,  due  both  to  reduced  domestic  production  and  trade 
■estrictions  imposed  by  purchasing  countries.  Prices  of  hogs  are  likely  to  be  in- 
luenced  largely  by  consumer  purchasing  power  in  this  country  and  by  prices  of 
:ompeting  meats. 

The  Dairy  Situation.  June  is  usually  the  peak  month  of  the  year  in  milk 
>roduction.  The  surplus  milk  during  this  season  goes  largely  into  manufactured 
)roducts,  particularly  butter,  much  of  which  is  stored.  Total  production  of  milk 
vas  much  below  normal  during  the  past  year  due  to  a  5-percent  reduction  in 
lumber  of  cows  and  to  shortage  and  high  price  of  feed.  As  a  result,  butter  in 
torage  on  May  1  amounted  to  only  39  percent  of  the  five-year  average  1930-1934. 

Continued  high  grain  prices  will  limit  supplemental  feeding  during  the 
lummer  months.  On  the  other  hand,  Illinois  pasture  conditions  on  May  1  were 
>2  percent  of  normal  and  with  ample  rains  have  improved  since  then.  While  farm 
>rices  of  butter  fat  dropped  8  cents  a  pound  from  April  15  to  May  15,  or  more 
han  the  usual  seasonal  change,  this  reflected  the  change  from  the  shortage  of  pro- 
luction  during  the  winter  and  early  spring  months  to  the  cheaper  production  on 
>asture.  Prices  on  May  15  were  5  cents  a  pound  above  those  of  a  year  earlier 
ind  with  short  storage  stocks  and  a  rather  steady  demand  for  dairy  products 
hould  maintain  a  fairly  firm  position. 

Original  data  for  Tables  A  and  B  were  obtained  from  the  following  sources:  (1)  Bureau  of  Agri- 
lultural  Economics,  U.  S.  D.  A.;  (2")  Illinois  Crop  Reporting  Service,  Illinois  State  Department  of  Agricul- 
Ure,  and  U.  S.  Department  of  Agriculture,  cooperating;  (3)  Monthly  data  include  an  average  of  current 
lonth  with  eleven  preceding  months;  (4)  Federal  Reserve  Board;  (5)  National  Industrial  Conference 
ioard. 


Table  A. — Indexes  of  Business  Conditions 

1921-1929  =  100 

Whole- 
sale 
prices  of 
all  com- 
modities 
(U.S.)1 

Farm 

prices 

Cash  income  to 
Illinois  farmers 

Prices 
paid  by 
farmers 
for  com- 
modities 
bought 
(U.S.)' 

Pur- 
chasing 
power  of 
income  to 
Illinois 
farmers 

Factory 
payrolls 
in  the 
United 
States1 

(  '(iSt  of 

living 
in  the 
United 
States5 

Pur- 

Illinois2 

United 
States1 

Millions1 

Indexes3 

fact  >!  y 
payrolls 

1929 

97 

109 

103 

#560.2 

108 

100 

108 

112 

99 

113 

1930 

88 

95 

89 

451.8 

88 

96 

92 

90 

95 

95 

1931 

74 

65 

61 

315.3 

61 

82 

74 

68 

86 

68 

1932 

66 

44 

46 

228.7 

44 

71 

62 

48 

77 

62 

1933 

67 

47 

49 

276.7 

54 

70 

76 

49 

74 

67 

1934 

76 

64 

64 

321.5 

62 

80 

78 

64 

78 

82 

Apr.  1934.... 

75 

56 

59 

19.7 

58 

78 

74 

69 

78 

88 

Jan.  1935.... 

79 

88 

74 

33.8 

65 

83 

78 

69 

80 

86 

Feb 

80 

90 

78 

26.6 

66 

83 

80 

71 

81 

88 

Mar 

80 

91 

77 

27.0 

68 

83 

82 

71 

82 

87 

Apr 

82 

94 

80 

83 

72 

82 

88 

Table  B. — Prices  and  Price  Indexes  of  Illinois  Farm  Products 


Prices 


May  average 


1910-14 


1921-29 


May 
1934 


April 
1935 


May 
1935 


Indexes:    same  montl 
1921-1929   =  100 


May 
1934 


April 
1935 


May 

1935 

108 
98 

67 
88 
91 

105 
63 
72 
78 
58 

124 
70 
78 
95 
75 
50 
67 

100 
45 
91 


Corn,  bu $     .59 

Oats,  bu 39 

Wheat,  bu 94 

Barley,  bu .65 

Hogs,  cut 7.42 

Beef  cattle,  cut..        6.02 

Lambs,  cwt 6.28 

Milk  cows,   head      54.30 
Veal  calves,  cwt..         6.86 

Sheep,  cwt 4.  72 

Horses,  head 153.00 

Butterfat,  lb 

Milk,  cwt 1.15 

Eggs,  doz .162 

Chickens,  lb.  .  .  .  .12 

Wool,  lb 194 

Apples,  bu 1.30 

Hay,  ton 14.31 

Potatoes,  bu .  .  .  .  .82 

Illinois  index  of  farm  prices 


5      .74 

.42 

1.29 

.66 

9.30 

7.90 

11.83 

72.30 

9.79 

6.38 

89.00 

.37 

2.06 

.22 

.22 

.32 

2.01 

14.37 

1.34 


I     .43 

.30 

.75 

.53 

3.20 

5.30 

7.81 

35.00 

5.40 

3.25 

91.00 

.21 

1.30 

.13 

.11 

.24 

1.75 

10.30 

1.00 


$     .82 

.49 

.90 

.71 

8.41 

8.34 

7.43 

46.33 

8.03 

3.76 

106.00 

.34 

1.65 

.20 

.162 

.16 

1.50 

14.61 

.70 


$     .80 

.41 

.87 

.59 

8.50 

8.30 

7.40 

52.00 

7.60 

3.70 

110.00 

.26 

1.60 

.21 

.163 

.16 

1.35 

14.30 

.60 


58 
71 
58 
79 
34 
67 
66 
49 
55 
51 
102 
56 
63 
57 
50 
75 
87 
72 
75 
55 


117 

117 
71 

108 
89 

109 
64 
65 
81 
56 

119 
83 
75 
90 
74 
50 
72 

103 
52 
94 


'-For  sources  of  data  in  tables  see  previous  page. 
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Illinois  Conditions.  Crop  production  in  Illinois  appears  likely  to  be  quite 
spotted  again  this  year.  For  the  past  two  years  farm  incomes  have  reflected  the 
spotted  conditions  of  crops  due  to  weather  and  insect  damage.  This  year  most 
of  the  state  has  had  excessive  rainfall,  which  has  been  localized  to  a  marked 
degree,  with  the  result  that  some  areas  have  been  affected  to  a  greater  degree 
than  others.  Much  hay  has  been  lowered  in  quality;  small  grains  harvested  with 
difficulty  in  some  areas,  as  well  as  some  damage  from  rust  and  lodging ;  corn  is 
generally  late,  much  of  it  in  weedy  condition,  with  some  areas  unable  to  plant  a 
lormal  acreage,  and  others  subject  to  severe  flood  damage.  On  the  other  hand 
pastures  have  been  abundant,  the  chinch  bug  threat  eliminated  in  most  parts  of 
he  state,  prospects  good  for  ample  feed  production  generally,  and  farm  work 
noving  ahead  despite  the  difficulties  of  the  season. 

Business  Conditions  and  Illinois  Farm  Prices.  Business  activity  declined 
slightly  from  April  to  May,  when  corrected  for  seasonal  variation.  This  was 
paused  primarily  by  the  falling  off  of  automobile  production  in  May,  this  being 
12  percent  less  than  for  April.  Part  of  this  decline  can  be  attributed  to  labor 
roubles.  Retail  sales  of  automobiles  in  May  were  about  the  same  as  last  year, 
mt  below  expected  sales  as  a  result  of  unfavorable  weather  conditions  prevailing 
n  many  parts  of  the  United  States. 

Low  stocks  of  manufactured  goods  and  of  non-ferrous  metals  are  favorable 
ispects  of  the  business  situation.  Sales  of  cotton  goods  apparently  exceeded  pro- 
luction  during  the  latter  part  of  May. 

The  index  of  wholesale  prices  of  all  commodities  in  the  United  States  was 
he  same  in  May  as  in  April  (Table  A).  The  June  index  has  declined  one  point 
rom  that  of  May  as  a  result  of  a  3.5  point  decline  in  farm  prices  during  June. 

Illinois  farm  prices  declined  from  an  index  of  91  in  May,  1935  to  an  index 
f  88  in  June  when  corrected  for  seasonal  variation  (Table  B).  Prices  of  14  of 
|he  19  commodities  shown  in  Table  B  declined  during  the  past  month.  The 
irgest  price  declines  were  suffered  by  oats,  wheat,  butterfat,  and  apples,  each  of 
hese  commodities  having  experienced  a  decline  of  9  or  more  points  during  the 
»ast  month.  Hog  prices  increased  from  $8.50  per  hundred  pounds  in  May  to 
9.00  in  June.  The  June  1935  price  for  hogs,  without  processing  tax,  was  prac- 
ically  the  same  as  the  June  average  for  the  nine  years,  1921-1929.  Wool  prices 
ncreased  10  points,  while  prices  for  milk  cows  also  increased  during  the  past 
lonth.    Prices  for  sheep  and  chickens  remained  the  same  as  in  May. 
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tndexes  of  purchasing  power  of  income  to  Illinois  farmers  continued  their 
upward  trend.  In  April  1935  its  index  was  84  compared  with  82  in  March  and 
80  in  February,  and  74  one  year  ago.  Illinois  farmers  received  34.3  million 
dollars  of  cash  income  in  April  1935,  27  million  dollars  in  March,  and  26.6 
million  dollars  in  February. 

The  total  farm  income  in  the  United  States  including  rental  and  benefit  pay- 
ments for  the  first  four  months  of  1935,  was  1905  million  dollars  as  compared 
with  1695  million  dollars  in  the  same  months  last  year.  This  represented  an 
increase  of  11  percent  above  that  one  year  ago. 

The  June  1  Pig  Crop  Report.  The  market  decline  in  numbers  of  hogs 
during  1934  has  been  reflected  in  the  spring  pig  crop  of  1935.  Figures  recently 
released  by  the  United  States  Department  of  Agriculture  indicate  a  spring  pig 
crop  19.6  percent  below  the  very  small  spring  crop  of  1934  for  the  United  States, 
a  decrease  of  22.3  percent  in  the  Corn  Belt  and  19  percent  in  Illinois. 

Three  causes  have  contributed  to  this  decrease;  the  corn-hog  reduction  pro- 
gram, the  feed  shortage  due  to  the  drouth  of  1934  and  a  very  unfavorable  corn- 
hog  ratio  which  continued  to  the  end  of  the  past  winter.  The  marked  effect  of  the  J 
last  two  causes  was  indicated  by  the  wide  variations  in  changes  from  last  year  as  ! 
between  areas.  The  largest  decreases  were  in  the  states  most  severely  affected 
by  the  drouth.  A  further  effect  of  feed  shortage  was  a  much  larger  than  usual 
proportion  of  spring  pigs  farrowed  in  May,  and  a  much  smaller  proportion  of 
early  pigs. 

The  decrease  in  the  spring  pig  crop  from  1934  amounted  to  7.4  million  head 
and  a  decrease  of  20.8  million  head  or  40  percent  from  the  number  saved  in  1932 
and   1033,  the  latter  year  of  which  represented  the  peak  in  hog  numbers  during 
the  last  cycle. 

The  number  of  sows  to  farrow  in  the  fall  of  1935  is  19.5  percent  larger  than 
the  very  small  number  farrowed  in  1934.  For  the  Corn  Belt  the  indicated  in- 
crease is  28.3  percent,  and  20  percent  for  Illinois.  The  largest  increases  are  in 
the  North  Central  States  west  of  the  Mississippi  River,  where  drouth  has  greatly 
reduced  hog  production. 

Because   the  number  of   pigs    farrowed   in   the   spring   is   much   larger  thanji ] 
in  the   fall,  the  total  numbers  indicated   for   1935,  including  both   spring  and   falljl  > 
litters  will  be  10  percent  smaller  than  in  1()34  for  the  country,  12  percent   for  the 
Corn   Belt  and  10  percent  for  Illinois.    This  reduction  in   farrowing  together  with    • 
small  numbers  of  hogs  over  six  months  of  age  on   farms  indicates  short   market 
receipts  at  least  through  the  next  marketing  year,  or  until  September  30,  1936. 

Cold  Storage  Holdings.  Data  on  cold  storage  holdings  are  of  interest 
to  producers  since  such  stocks  provide  a  means  of  adjustment  between  the  supply 
of  and  the  demand  for  perishable  food  products.  Storage  operators  are  interested 
in  buying  when  the  price  is  low  for  the  season  and  selling  when  it  is  high.  From 
the  producer's  standpoint  tins  provides  a  wider  market  or  demand  during  the  , 
season  of  surplus  production  and  a  higher  price  than  would  otherwise  prevail,  . 
and  makes  available  a  greater  supply  during  periods  of  slack  production,  and  a 
lower  consumer's  price.  In  this  way  the  surpluses  and  shortages  due  to  the 
seasonal  nature  of  production  of  most  food  products  are  leveled  off. 

Cold  storage  holdings  of  butter  on  June  1  were  93  percent  of  the  five  \car 
average,  1930-1934,  for  thai  date,  eggs  were  84  percent,  poultry  111  percent, 
beef  138  percent,  pork  70  percent,  and  lard  71  percent.   During  May  storage  hold- 
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ings  of  butter  and  eggs  increased  materially,  while  that  of  all  meats  and  lard 
declined.  During  May  the  volume  in  storage  increased  much  more  than  the  usual 
seasonal  change  in  the  case  of  butter,  decreased  much  more  in  the  case  of  beef, 
pork,  and  lard,  and  was  about  the  normal  change  in  stocks  of  eggs  and  poultry. 

More  Farms  in  Illinois.  The  number  of  farms  in  Illinois  increased  from 
214,497  in  1930  to  232,610  in  1935,  according  to  the  preliminary  report  of  the 
United  States  Census.  With  few  exceptions  all  counties  in  the  state  had  a  part  in 
this  increase  of  more  than  18,000  farms.  A  considerable  number  of  counties 
located  mainly  in  the  southern  one-third  of  Illinois  showed  increases  of  10  to  25 
percent  in  the  number  of  farms  per  county. 

In  general  the  large  increases  in  numbers  of  farms  were  found  on  land  of 
relatively  low  producing  capacity  and  where  farmers  in  past  years  have  received  a 
low  return  for  their  efforts.  Most  of  this  increase  in  the  number  of  farmers 
during  the  depression  represents  the  return  to  old  home  communities  of  those 
►vho  had  sought  an  opportunity  of  working  in  cities  during  the  period  of  greater 
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Fir..  1. — Indexes  of  Spread  Between  Retail  Prices  of  Whole  Milk  and  Evaporated 

Milk,  and  Consumption  of  Canned  Milk,  United  States,  1927-1934 

(12  months  moving  averages,   1927-1934=100) 

usiness  activity.  Quite  naturally  the  drift  away  from  farms  in  past  years  has 
een  most  marked  in  those  areas  where  the  opportunity  in  farming  has  been  least, 
his  increase  in  number  of  farms  represents  a  reduction  in  the  average  size  of 
arms  and  largely  in  areas  where  farms  did  not  provide  a  large  enough  business 
3  afford  a  good  standard  of  living  before  this  subdivision  took  place.  Houses 
hich  had  been  empty  for  several  years  have  been  occupied  again.  Recent 
udies  of  farm  incomes  in  different  sections  of  the  state  by  the  University  of 
llinois  show  clearly  that  in  those  communites  with  the  heaviest  increase  in 
umber  of  farmers,  incomes  are  not  adequate  under  present  price  conditions  to 
rovide  good  living  standards.  This  situation  is  one  of  the  best  indications  of  the 
eed  for  careful  land  use  planning  for  the  state.  If  it  is  necessary  for  an  in- 
reased  number  of  people  in  Illinois  to  live  on  the  land,  it  is  highly  essential  that 
^settlement  be  directed  on  the  best  possible  social  and  economic  basis. 

H.  C.  M.  Case 

High  Whole  Milk  Prices  Encourage  Canned  Milk  Consumption.    Con- 
jmers   in   the   United   States  buy  more   condensed   and   evaporated   milk   when 
tail  prices  of  whole  milk  are  high  compared  with  retail  prices  of  canned  milk. 
ig.  1).    Likewise,  when  whole  milk  is  relatively  cheap,  consumption  of  canned 
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milk  decreases.1  Canned  milk  includes  both  condensed  and  evaporated  milk. 
From  1927  to  1930  the  retail  price  of  evaporated  milk  decreased  from  10.4  to  9.2 
cents  per  14^2  ounce  can,  or  11.5  percent.  (Tabic  1).  Since  whole  milk  prices 
decreased  less  than  one  percent  during  this  period,  this  widened  the  price  spread 
between  whole  and  canned  milk  from  3.7  cents  to  4.8  cents  per  quart,  or  a  net 
increase  of  about  30  percent.  Coincident  with  this  increase  in  price  spread  the 
apparent  consumption  of  canned  milk  increased  from.  1754  million  pounds  in 
1927  to  2086  million  pounds  in  1930,  or  a  net  increase  of  18.9  percent. 

From  July  1930  to  April  1932,  the  apparent  consumption  of  evaporated  milk 
declined  to  approximately  the  1927  level.  During  this  period,  the  price  spread 
between  whole  and  canned  milk  declined  from  4.8  to  3.9  cents  per  quart,  a  net 
decrease  of  18.8  percent. 


Table  1. — Average  Retail  Prices  of  Whole  Milk  and  Evaporated  Milk,  Price  Spreads, 
and  Apparent  Consumption  of  Canned  Milk,  United  States,  1927-1934 


Year 


1927. 
1928. 
1929. 
1930. 
1931. 
1932. 
1933. 
1934. 


Price  Spread 

Whole  Milk 

Evaporated  Milk 

Canned  Milk2 

cents  per 
quart 

cents  per  14J^ 
ounce  can 

cents 

Million  pounds 

14.1 

10.4 

3.7 

1754 

14.2 

10.2 

4.0 

1758 

14.3 

9.9 

4.4 

1994 

14.0 

9.2 

4.8 

2086 

12.4 

8.3 

4.1 

1896 

10.8 

6.9 

3.9 

1789 

10.6 

6.6 

4.0 

1782 

11.4 

6.8 

4.6 

1954 

'U.   S.   Bureau  of  Labor  Statistics.     ^Agricultural   Situation,  U.   S.   Bureau  of  Aricultural   Economics. 

In  the  latter  part  of  1932,  with  a  5  percent  increase  in  price  spread,  canned 
milk  consumption  increased  13  percent.  Likewise,  a  net  decrease  of  6  percen 
in  price  spread  in  the  first  six  months  of  1933  was  accompanied  by  a  decreas( 
of  8.5  percent  in  canned  milk  consumption  during  the  same  period.  This  rerleetec 
the  extreme  sensitiveness  of  consumers  to  price  changes  as  a  result  of  unusually 
low  purchasing  power  during  1932  and  1933. 

From  the  middle  of  1933  thru  1934,  whole  milk  prices  advanced  much  mod 
rapidly  than  evaporated  milk  prices.    This  rapid  increase  in  price  spread  between 
whole  and  canned  milk  was  accompanied  by  such  a  marked   increase  in  cannd 
milk  consumption  that  indexes  of  this  factor  have  risen  nearly  to  the  high  point 
reached  in  1929. 

Retail  prices  of  whole  milk  in  Connecticut  as  compared  with  those  for  cannd 
milk,  have  been  much  higher  than  for  the  United  States  as  a  whole.  As  a  resul 
of  this  wide  price  spread,  canned  milk  consumption  in  Connecticut  in  1935  wai 
approximately  twice  thai  of  the  early  part  of  1930.2 

Jesse  T.  Palmer 

Increase  in  Factory  Payrolls  Greater  than  Retail  Food  Prices.  The  ]>u 
chasing  power  of  factory  workers  in  the  United  States  declined  more  rapidly  thi 
retail  food  prices  from  1929  to  l(Ci2.  In  contrast,  from  1933  to  1935,  facto 
payrolls  increased  more  rapidly  than  either  retail  food  prices  or  the  cost  of  living 


'The  coefficient  of  correlation   =  +  .86  ±  .019. 

'Based  on  data  compiled  by   Dr.    E.   A.    rerregaux,  Connecticut   Stat* 


Agricultural   College. 
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(Fig.  2).    This  fact  is  of  special  significance  in  view  of  the  rapid  rise  in  retail 
food  prices  which  has  occurred  during  the  past  year. 

From  1929  to  1932,  factory  payrolls  declined  45  percent,  retail  food  prices 
$5  percent  and  cost  of  living  of  factory  workers,  22  percent. 

During  the  recovery  period,  1933  to  1935,  factory  payrolls  increased  36  points 
from  the  low  of  March,  1933,  retail  food  prices  23,  and  cost  of  living  12  points. 
rhe  present  high  position  of  factory  payrolls  (1921-29=100)  in  relation  to 
■etail  food  prices  is  shown  in  Fig.  3. 

Wayne  Caskey 
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1929  1930  1931  1932  1933  1934  1935 

-Retail  Food  Prices  and  Cost  of  Living  in  the  United  States,  1929-1935 
(Same  month   1921-1929=100) 
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j1929  1930  1931  1932  1933  1934  1935 

(factory  payrolls  corrected  for  changes  in  purchasing  power) 

Fig.  3. — Retail  Food  Prices  and  Factory  Payrolls  in  the  United  States,  1929-1935 

(Same  month  1921-1929=100) 


Proportion  of  National  Income  Received  by  Farmers.  For  the  period 
[910-1934,  farm  income  in  the  United  States  constituted  12  percent  of  the  total 
lational   income  when   corrected    for  changes   in   purchasing  power.1     The   pro- 

■Data  on  national  income  and  agricultural  income  for  1910-1929  were  obtained  from  "America's 
apacity  to  Produce,"  published  by  the  Brookings  Institute  of  Economics,  p.  152.  Data  for  1930-1933 
vere  obtained  from  the  National  Income,  1933,  Division  of  Economic  Research,  published  in  the  Survey 
if  Current  Business,  January,  1935;  national  income  for  1934  from  the  Cleveland  Trust  Company  Busi- 
ness Bulletin,  February  15,  1935;  and  agricultural  income  for  1934  from  "Cash  Income  from  Farm 
vlarketings,"  U.  S.  Bureau  of  Agricultural  Economics.  Data  from  1930-1934  were  adjusted  to  maintain 
onsistency   with   the   previous   data. 

In  correcting  for  changes  in  purchasing  power,  non-agricultural  income  was  divided  by  cost  of 
ivtng  indexes,  and  farm  income  by  indexes  of  prices  paid  by  farmers  for  commodities  bought  (Table  A). 
Nil  discussion  of  income  in  this  paper  refers   to   "purchasing  power"   of   income. 
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portion  of  income  going  to  farmers  decreased  from  an  average  of  15.3  percent 
of  the  national  income,  1910-1914,  to  11.6  percent  for  1920-1929.  This  decline 
in  the  proportion  of  nation.nl  income  received  by  farmers  can  be  attributed 
primarily  to: 

1.  A  major  increase  in  non-agricultural  income  without  a  corresponding 
increase  in  agricultural  income  (Fig.  4).  For  the  nine  years  1920-1929,  non-agri- 
cultural income  was  43  percent  higher  than  for  1910-1914,  while  agricultural 
income  increased  only  3.5  percent  during  this  period. 


NATIONAL  INCOME 

NATIONAL  INCOME 
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Fig.  4. — Purchasing  Power  of  National  and  Agricultural  Income,  1910-1934 


2.  A  major  decrease  in  the  proportion  of  the  population  engaged  in  agri- 
culture. In  1910  about  30  percent  of  the  people  gainfully  employed  were  engaged 
in  agriculture,  while  in  1930  a  little  over  one-fifth  were  in  agriculture,  according  to 
data  assembled  by  Dr.  O.  E.  Baker,  U.  S.  Bureau  of  Agricultural  Economics 
(Fig.  5).  Productivity  on  farms  has  increased  very  rapidly,  the  average  farm 
worker  in  1930  producing  about  2.5  times  as  much  as  in  1870,  and  about  1.4  times 
as  much  as  in  1910. 

From  1930-1934,  farmers  received  8.3  percent  of  the  national  income  as  com- 
pared with  11.6  percent  from  1920-1929.  The  decrease  at  this  time  in  the  pro-j 
portion  of  national  income  received  by   farmers  can  be  attributed  primarily  to] 

(1)  A  major  decline  in  income  of  factory  and  farm  workers  in  the  Inited 
States,  without  a  corresponding  decline  in  income  of  non-agricultural  groups 
other  than  factory  workers.  Income  of  factor)'  workers  and  farmers  together 
averaged  nearly  one-third  of  the  national  income  in  \(>2{K  while  in  1932  they 
averaged  only  about  one-fifth  of  this  income. 

(2)  A  major  decline  in  agricultural  exports  as  a  result  of  decreased  con- 
sumer income,  increased  tariffs  and  other  trade  restrictions  by  countries  importing 
farm  products   from  the   Inited  States. 

In  1932,  the  low  year,  farmers  received  only  7.5  percent  of  the  national 
income.     By    1934,   this  had   increased   to  8.6  percent,   about    the   same   proportion 

as  received  in  1930. 
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From  1929  to  1932  the  purchasing  power  of  incomes  to  farmers  in  the 
United  States  declined  nearly  twice  as  fast  as  national  income  (Fig.  4).  In  con- 
trast, since  1932,  farm  income  has  increased  over  twice  as  fast  as  national  in- 
come, tho  still  low  in  relation  to  the  1929  level  of  farm  income.  Thus  in  1932, 
national  income  was  22  percent  lower,  while  agricultural  income  was  41  percent 
lower  than  in  1929.  From  1932  to  1934,  farm  income  increased  14  points  while 
national  income  increased  only  6.  In  1934,  income  to  farmers  in  the  United  States 
was  27  percent  lower  than  the  1929  level  while  national  income  was  16  percent 
lower. 
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Fig.  5. — Shifts  in  Occupation  of  Workers  16  Years  and  Over,  United  States,  1870-1930 

(Illustration    from    Bureau    of    Agricultural    Economics,    U.S.D.A.) 

The  upward  movement  of  farm  income  which  took  place  from  1932  to  1934 
ias  continued  in  1935.    The  index  of  purchasing  power  of  cash  income  of  Illinois 
■farmers  increased  from  74  in  April,  1934,  to  84  in  April,  1935  (Table  A).    This 
ncrease  was  more  rapid  than  that  for  the  United  States. 

R.  W.  Bart lett 


Original  data  for  Tables  A  and  B  were  obtained  from  the  following  sources:  (1)  Bureau  of  Agri- 
ultural  Economics,  U.  S.  D.  A.;  (2)  Illinois  Crop  Reporting  Service,  Illinois  State  Department  of  Agricul- 
ure,  and  U.  S.  Department  of  Agriculture,  cooperating;  (3)  Monthly  data  include  an  average  of  current 
nonth  with  eleven  preceding  months;  (4)  Federal  Reserve  Board;  (5)  National  Industrial  Conference 
3oard. 

Explanation  of  Computations  in   Tables  A   and  B 

The  base  determined  from  the  corresponding  months,  1921-1929  =  100,  was  used  in  calculating  the 
ndexes  for  each  of  the  series  included  in  Tables  A  and  B.  Thus  the  U.  S.  Bureau  of  Labor  Statistics 
ndex  of  wholesale  prices  of  784  commodities  is  published  on  a  1926  base;  to  correct  this  for  a  given 
"nonth,  as  April  1935,  the  published  index  of  80. 1  for  that  month  was  multiplied  by  1.0214,  which  was 
he  factor  obtained  by  averaging  the  nine  April  indexes,  1921-1929,  and  dividing  this  into  100.  This 
;ame  factor  was  used  in  correcting  the  April  indexes  of  wholesale  prices  for  each  year,  1929-1935.  For  each 
nonth  and   for  annual   data  a  correction    factor   was   obtained  in   a  similar   way. 

Purchasing  power  of  income  to  Illinois  farmers  was  obtained  by  dividing  the  indexes  of  cash 
ncome   to   Illinois    farmers   by   indexes   of    prices    paid    by    farmers    for   commodities   bought. 

I  Purchasing   power    of    factory    payrolls    was    obtained    by    dividing    indexes    of    factory    payrolls    in    the 


[    11    ] 


Table  A. — Indexes  of  Business  Conditions 

1921-1929  =  100 

Whole- 
sale 

all  com- 

Pai  m 

prices 

Cash  income  to 
Illinois  farmers 

Prices 
paid  by 
farmers 

Pur- 
chasing 
power  of 
income  to 

Factory 
payrolls 

Cost  of 
living 

Pur- 

for  com- 

in the 

in  the 

power  of 

Illinois8 

United 

modities 

United 

United 

factory 

i  .S.)' 

States* 

Millions1 

Indexes3 

bought 
(U.  §.)» 

farmers 

States* 

States5 

payrolls 

1929.  . 

97 

109 

103 

y.5()0.2 

108 

100 

108 

112 

99 

113 

1 930 

88 

95 

89 

451.8 

88 

96 

92 

90 

95 

95 

1931 

74 

65 

61 

315.3 

61 

82 

74 

68 

86 

68 

[932 

66 

44 

46 

228.7 

44 

71 

62 

48 

77 

62 

1933 

67 

47 

4" 

276.7 

54 

70 

76 

49 

74 

67 

1034 

76 

64 

64 

321.5 

62 

80 

78 

64 

78 

82 

May,  1934. . . 

75 

55 

59 

23.1 

56 

79 

71 

69 

78 

88 

Feb.  1935..  , 

80 

90 

78 

26.6 

66 

83 

80 

71 

81 

87 

Mar.  1935.  .  . 

80 

91 

77 

27.0 

68 

83 

82 

71 

82 

87 

Apr.  1935.... 

82 

94 

80 

34.3 

70 

83 

84 

72 

83 

88 

May  1935.... 

82 

91 

77 

83 

70 

82 

85 

Table  B. — Prices  and  Price  Indexes  of  Illinois  Farm  Products 


Prices 

Indexes:    same  month 

Product 

June  average 

June 
1934 

May 
1935 

June 
1935 

June 
1934 

May 
1935 

June 
1935 

1910-14 

1921-29 

Corn,  bu 

Oats,  bu 

Wheal .  l>u 

Barley i  bu 

Hogs,  cwt 

Beef  cat  t  le,  cwt . 

Lambs,  cwt 

Milk   cows,    head 
Veal  cakes,  cwt. 

Sheep,  cwt 

Horses,  head .... 
Butterfat,  lb 

Milk,  cwt 

Eggs,  doz 

(hit  kens,  lb 

Wool,  lb 

Apples,  bu 

1  lay,  ton 

Potatoes,  bu 

Illinois  index  of  U 

$      .61 

.40 

.91 

.65 

7.32 

6.02 

6.28 

53.00 

7.02 

4.16 

153.00 

1.07 

.16 

.  11 

.19 

1.56 

14.25 

.91 

irm  nrices. 

$      .78 

.42 

1.24 

.67 

9.02 

7.96 

11  .90 

72.00 

9.90 

5.64 

88.00 

.36 

2.01 

.22 

.21 

.33 

2.31 

13.92 

1.46 

$      .51 
.38 

.86 

.66 

3.65 

5.40 

7.30 

35.00 

5.10 

2.65 

86.00 

.22 

1.40 

.12 

.11 

.23 

1.60 

11.20 

1.05 

$      .80 

.41 

.87 

.59 

8.50 

8.30 

7.40 

52.00 

7.60 

3.70 

110.00 

.26 

1.45 

.21 

.16 

.16 

1.35 

14.30 

.60 

$      .79 

.36 

.78 

.55 

9.00 

8.20 

7.30 

53.00 

7.30 

3.30 

106.00 

.22 

1.35 

.20 

.16 

.20 

1.35 

1 3 .  30 

.60 

65 
90 
69 

98 
40 
68 
61 
49 
52 
47 
98 
61 
70 
54 
52 
69 
69 
80 
72 
60 

108 
98 

72 
88 
91 

105 
63 
72 
78 
58 

124 
70 
70 
95 
75 
50 
67 

100 
45 
91 

101 

86 
63 
82 
100 
103 
61 
74 
74 
58 
120 
61 
67 
91 
75 
60 
58 
96 
41 
88 

'■•For  sources 

nf  data  in  tat 

les  see  pre  vie 

>us  page. 
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Unemployment  and  Factory  Payrolls.  The  most  serious  problem  still 
confronting  Federal,  state,  and  local  governments  is  unemployment.  The  peak 
of  unemployment  in  the  United  States  was  reached  in  April,  1933,  when  there 
were  13,300,000  people  out  of  work,  according  to  data  compiled  by  the  National 
Industrial  Conference  Board  (Fig.  1).  By  June,  1935,  this  number  had  decreased 
to  9,711,000,  a  net  decrease  of  3,589,000,  or  27  percent  in  the  two-year  period. 
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Fig.  1. — Unemployment  and 


1933  1934  1935 

Factory  Payrolls  in  the  United  States 


Unemployment  increases  when  factory  payrolls  decline.  The  greatest  de- 
crease in  factory  payrolls  occurred  in  1931  and  1932.  Coincident  with  this  very 
rapid  decrease  in  payrolls  was  a  marked  increase  in  unemployment.  In  March, 
1933,  the  lowest  month,  factory  payrolls  were  about  half  those  two  years  earlier. 
In  April,  1933,  unemployment  was  approximately  twice  that  of  February,  1931. 

During  the  upward  movement  of  business  activity  since  1933,  factory  pay- 
rolls have  increased  and  the  number  of  unemployed  has  decreased.    Factory  pay- 
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mils  increased  from  an  index  of  37  in  March,  1933  to  an  index  of  69  in  April, 
1('34,  this  being  accompanied  by  a  marked  decrease  in  unemployment. 

Following  a  decline  in  the  summer  months  of  1934,  payrolls  increased 
rapidly  during  the  fall  months  and  the  early  part  of  1935.  Present  indications 
are  that  the  decline  in  business  activity  during  the  summer  months  of  1935  will 
be  small  compared  with  that  of  1(^34.  The  general  movement  of  unemployment 
has  been  slightly  downward  since  February,  1935. 
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Fig.  2.— National  Per  Capua  Debt  in  the  United  States  on  July  1,  1914-1935 


National  Debt.  Many  farmers  are  seriously  considering  the  changes  in 
the  national  debt  in  the  United  States  which  have  occurred  in  recent  years.  Two 
reasons  why  one  should  not  become  unduly  alarmed  over  these  changes  are:  (  1) 
the  Federal  per  capita  debt  in  1935  is  less  than  it  was  in  1919 j1  and  (2)  the 
annual  interest  burden  on  this  debt  is  lower  than  in  1919. 

On  July  1,  1914  the  gross  public  debt  of  the  Federal  government  was  1.2 
billion  .lobars  or  $12  per  person  (Fig.  2).  In  1919  this  had  increased  to  2'^.S 
billion  dollars,  or  $240  per  person,  an  increase  of  24.3  billion  dollars  in  live  years] 

By  1930,  the  Federal  debt  had  been  reduced  to  16.2  billion  dollars,  or  $131 
per  person.    Tins  was  a  net  decrease  of  9.3  billion  dollars. 


'Based  on  data  from  the  lT.  S.   Statistical   Abstract,   1933  and    Federal    Reserve   Bulletins. 
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On  July  1,  1935  the  Federal  debt  had  increased  to  about  29  billion  dollars, 
or  $229  per  person,  an  increase  of  12.8  billion  dollars  in  five  years. 

Under  conditions  of  normal  business  the  present  Federal  per  capita  debt 
can  be  reduced  without  undue  hardship  to  taxpayers.  Unemployment  has  been 
the  underlying  cause  for  the  increase  in  the  public  debt.  Continued  increases  in 
private  employment  and  consumer  incomes  are  basically  necessary  to  prevent 
further  increases  in  the  public  debt  and  to  make  possible  reduction  of  this  debt. 

Illinois  Farm  Prices.  Continued  improvement  in  crop  prospects  resulted 
in  a  decline  in  prices  during  the  past  month  of  13  of  the  19  farm  products  shown 


Table  1. — Acreage  and  Production  of  Specific  Illinois  Crops  as  Reported  by  the  United 
States  Department  of  Agriculture 


Corn 

Wheat .  .  . 

Oats 

Barley.  .  . 

Hay 

Soybeans. 


Acreage 

(thousands  of  acres) 


Average 
1921-1932 


8,896 
2,322 
4.338 

311 
2,838 

368 


7,159 
1,832 
3,029 
93 
2,630 
1,204 


19351 


7,589 
1,896 
3,786 
60 
2,918 
1,866 


Percent  that 
1935  is  of 
1921-1932 


85 
82 
87 
19 
103 
507 


Total  production 
(millions  of  bushels) 


Average 
1921-1932 


319.7 
39.5 

140.9 
9.1 
3.V 

2.7 


1934 


146.8 


30 
33 

2. 
9. 


1935' 


227 .7 
31.4 

140.1 
1.80 
3.792 


Percent  that 
1935  is  of 
1921-1932 


71 
80 
99 
20 
115 


•As  indicated  in  the  crop  report,  July  1.    ^Millions  of  tons. 


in  Table  B,  when  corrected  for  seasonal  variation.  The  largest  price  declines 
'were  for  hay,  apples,  barley,  oats  and  chickens.  Prices  of  lambs,  wool,  horses, 
and  potatoes  increased  slightly.  The  combined  index  of  farm  prices  declined 
jfrom  88  in  June  to  84  in  July. 

Crop  Conditions  in  Illinois.  Favorable  weather  conditions  in  July  have 
materially  improved  crops  in  Illinois  and  at  least  partially  overcome  lateness  of 
planting  corn  and  other  spring  crops.  It  is  estimated  that  the  combined  produc- 
tion of  corn,  wheat,  and  oats,  in  Illinois  for  1935  will  be  399.2  million  bushels, 
las  compared  with  a  production  of  210.6  million  bushels  in  1934  and  an  average 
[of  500.1  million  bushels  for  1921-1932.  The  estimated  production  of  these  crops 
■for  1935  is  nearly  double  that  for  1934  and  about  four-fifths  that  of  the  12-year 
(average.  The  estimated  1935  production  of  corn  is  71  percent  of  that  for  1921- 
M932;  of  wheat,  80  percent;  oats,  99  percent;  barley,  20  percent;  and  hay,  115 
(percent. 

The  estimated  soybean  acreage  of  1,866,000  acres  in  1935  is  55  percent 
higher  than  that  of  1934  and  over  5  times  as  much  as  the  average  for  1921-1932. 
llThe  estimated  1935  acreage  of  corn  is  85  percent  of  that  for  1921-32;  of  wheat, 
S2  percent;  of  oats,  87  percent;  of  hay,  103  percent;  and  of  barley,  19  percent. 
The  very  low  acreage  of  barley  can  be  attributed  to  the  very  small  yields  from 
(this  crop  in  recent  years,  resulting  from  the  chinch  bug  menace,  and  unfavorable 
weather  conditions. 

A  continuation  of  favorable  weather  conditions  for  growth  and  harvesting 
! 'is  likely  to  result  in  an  abundance  of  roughage  and  feed  for  the  feeding  year  of 
1935-1936  in  contrast  with  shortages  which  prevailed  this  past  year. 


Original  data  for  Tables  A  and  B  were  obtained  from  the  following  sources:  (1)  Bureau  of  Agri- 
cultural Economics,  U.  S.  D.  A.;  (2)  Illinois  Crop  Reporting  Service,  Illinois  State  Department  of  Agricul- 
ture, and  U.  S.  Department  of  Agriculture,  cooperating;  (3)  Monthly  data  include  an  average  of  current 
month  with  eleven  preceding  months;  (4)  Federal  Reserve  Board;  (5)  National  Industrial  Conference 
Board.    For  explanations  of  computations,  see   Number  2,  July,    1935. 
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Table  A. — Indexes  of  Business  Conditions,  1921-1929  =  100 


1929 

1930 

1931 

1932 

1933 

1934 

June,  1934 
Mar.,  1935 
Apr.,  1935 
May,  1935 
June,  1935 


Whole- 
sale 

prices  of 
all  com- 
modities 
(U.  S.)> 


97 
88 
74 
66 
67 
76 
77 
80 
82 
82 
82 


Farm  prices 


Illinois1 


109 
95 
65 
44 
47 
64 
60 
91 
94 
91 
88 


United 
States1 


103 
89 
61 
46 
49 
64 
62 
77 
80 
77 
74 


Cash  income  to 
Illinois  farmers 


Millions1 


3560.2 

451.8 

315.3 

228.7 

276.7 

321.5 

21.5 

27.0 

34.3 

33.5 


Indexes3 


108 

88 
61 
44 
54 
62 
55 
68 
70 
72 


Prices 
paid  by 
farmers 
for  com- 
modities 
bought 
(U.  S.)1 


100 
96 
82 
71 
70 
80 
79 
83 
83 
83 
83 


Pur- 
chasing 
power  of 
income  to 
Illinois 
farmers 


108 
92 
74 
62 
76 
78 
70 
82 
84 
87 


Factory 
payrolls 
in  the 
United 
States* 


112 
90 
68 
48 
49 
64 
67 
71 
72 
70 
69 


Cost  of 
living 
in  the 
United 
States5 


99 
95 
86 

77 
74 
78 
78 
82 
83 
82 
82 


Pur- 
chasing 
power  of 
factory 
payrolls 


113 

95 

68 
62 
67 
82 
85 
87 
88 
85 
84 


Table  B. — Prices  and  Price  Indexes  of  Illinois  Farm  Products 


Product 


Corn,  bu $   .63 

Oats,  bu .38 

Wheat,  bu 86 

Barley,  bu .63 

Hogs,  cwt 7.54 

Beef  cattle,  cwt..        6.04 

Lambs,  cwt 6.04 

Milk  cows,   head      53.00 
Veal  calves,  cwt. .         7 . 00 

Sheep,  cwt 4. 14 

Horses,  head 153.00 

Butterfat,  lb 

Milk,  cwt 1.29 

Eggs,  doz .15 

Chickens,  lb .12 

Wool,  lb 19 

Apples,  bu .77 

Hay,  ton 13.91 

Potatoes,  bu 1.03 

Illinois  index  of  farm  prices 


Prices 


July  average 


1910-14 


1921-29 


$    .81 

.39 

1.17 

.65 

9.64 

7.99 

11.29 

72.00 

10.02 

5.62 

88.00 

.36 

2.19 

.23 

.22 

.33 

1.63 

13.24 

1.62 


July 
1934 


$   .54 

.38 

.82 

.66 

4.20 

5.40 

6.70 

35.00 

4.95 

2.40 

82.00 

.21 

1.45 

.12 

.12 

.23 

1.20 

12.00 

1.10 


June 
1935 


$    .79 

.36 

.78 

.55 

9.00 

8.20 

7.3 

53.00 

7.30 

3.30 

106.00 

.22 

1.35 

.20 

.16 

.20 

1.35 

13.30 

.60 


July 
1935 


$    .79 

.29 

.74 

.42 

9.10 

7.90 

7.30 

53.00 

7.10 

2.95 

107.00 

.22 

1.35 

.20 

.14 

.21 

.60 

9.70 

.70 


Indexes:    same  month 
1921-1929  =  100 


July 
1934 


67 
97 
70 
102 
44 
68 
59 
49 
49 
43 
93 
58 
66 
52 
54 
69 
74 
91 
68 
63 


June 
1935 


July 
1935 


101 

86 
63 
82 
100 
103 
61 
74 
74 
58 
120 
61 
67 
91 
75 
60 
58 
96 
41 


98 
74 
63 
65 
94 
99 
65 
74 
71 
57 
122 
61 
62 
87 
64 
63 
37 
73 
43 
84 


1_'For  sources  of  data  in  tables  see  previous  page. 
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Illinois  Farm  Prices.  Major  advances  in  farm  prices  of  hogs,  wheat,  and 
ipples  took  place  from  July  to  August.  (Table  B).  The  rise  in  hog  prices  was 
lue  chiefly  to  small  current  and  prospective  market  supplies.  Wheat  prices  were 
ligher  as  a  result  of  reduced  crop  prospects  and  poorer  quality  of  spring  wheat 
:aused  by  damage  from  heat  and  black  stem  rust.  Prices  of  beef  cattle,  lambs, 
real,  chickens,  and  potatoes  also  advanced  during  the  past  month. 

PRICES  RECEIVED  BY  ILLINOIS  FARMERS, AND    PRICES   PAID  FOR 
COMMODITIES    BOUGHT 
(1921  -  1929  =  100) 
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Fig.  1. — Prices  Received  by  Illinois  Farmers  and  Prices  Paid 
for  Commodities  Bought,  1921-1935 

Prices  were  lower  for  hay,  oats,  horses,  corn,  barley,  wool,  eggs,  milk  cows, 
(utterfat,  and  milk,  when  corrected  for  seasonal  variation. 

Increase  in  Purchasing  Power  of  Illinois  Farmers.  During  the  latter  part 
)f  1934  and  the  early  part  of  1935,  there  was  a  major  increase  in  the  purchasing 
ower  of  cash  income  of  Illinois  farmers.  From  April  to  June,  1935,  the  purchas- 
ng  power  of  Illinois  farmers  was  22  percent  higher  than  for  the  same  period  a 
ear  ago,  in  spite  of  shrinkage  in  volume  of  commodities  marketed.  The  principal 
actors  causing  this  increase  in  purchasing  power  were: 

(1)  A  major  increase  in  farm  prices  resulting  in  large  part  from  the  reduc- 
ion  in  supplies  caused  by  the  1934  drouth.    (Fig.  1).    Rental  and  benefit  pay- 
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merits  were  not  included.  (2)  Prices  paid  by  farmers  for  commodities  bough! 
increased  much  less  than  prices  received  by  farmers.  (3)  An  upward  trend  in 
purchasing  power  of  consumers. 

Prices  paid  by  farmers  for  what  they  buy  fluctuate  much  less  than  pricesj 
received  for  what  they  sell.  Thus  from  1921  to  1929  prices  paid  by  farmers  re- 
mained relatively  stable.  Even  in  the  depression  years  of  1930  to  1933,  these 
prices  declined  only  35  percent  while  farm  prices  declined  to  about  one-third  of 
those  of  1929.  In  contrast,  prices  received  by  Illinois  farmers  fluctuated  widely 
during  this  period  as  follows: 

(1)  Prices  of  farm  products  declined  sharply  from  1920  to  1922  following 
the  loss  of  export  demand  .after  the  World  War.  (2)  A  slight  rise  in  prices  of 
farm  products  took  place  in  1922  and  1923,  followed  by  a  sharp  increase  in  the 
latter  part  of  1924  and  1925.  Increased  prices  in  1924  and  1925  were  the  direct 
result  of  increased  export  demand  following  crop  failures  in  foreign  countries  in 
1924.  (3)  The  decrease  in  prices  from  1925  to  1927  can  be  attributed  principally 
to  a  decline  in  exports  from  the  high  level  of  1925.  The  rate  of  this  decline  how- 
ever, was  undoubtedly  reduced  as  a  result  of  increasing  purchasing  power  of 
consumers  in  the  United  States.  (4)  The  relatively  high  level  of  farm  prices 
prevailing  in  1928  and  1929  was  primarily  the  result  of  greatly  increased  pur 
chasing  power  of  consumers  in  this  country.  (5)  The  marked  decline  in  Illinois 
farm  prices  from  1930  to  1933  was  principally  the  result  of  the  drastic  reduction 
of  business  activity  and  consumer  purchasing  power  in  the  United  States  and  in 
countries  purchasing  exports  from  this  country. 

Table  1. — Data  on  the  Wheat  Situation 


Acreage 
Harvested 

Year  first 
Named 

Production 

Year  first 

Named 

Carryover — July  1 

Exports 
from  U.S. 

Imports 
into  U.S. 

Average  price  per  bu.* 

No.  2  hard 
winter 

Average  all 
parcels 

U.S. 

World 

(Million  a.) 

(Million  bu.) 

(Milli 

on  bu.) 

(Milli 

on  bu.) 

Chicago 

Liverpool 

1924-25..  . 

52 

840 

144 

3151 

261 

6 

$1.39 

$1.81 

1925-26..  . 

52 

669 

115 

108 

16 

1.61 

1.76 

1926-27..  . 

57 

834 

105 

219 

13 

1.40 

1.63 

1927-28..  . 

60 

875 

122 

3892 

206 

16 

1.38 

1.52 

1928-29..  . 

59 

913 

124 

422 

164 

21 

1.17 

1.28 

1929-30..  . 

63 

822 

247 

617 

153 

13 

1.30 

1.29 

1930-31..  . 

63 

890 

303 

583 

131 

19 

.84 

.80 

1931-32..  . 

57 

932 

326 

668 

136 

13 

.53 

.59 

1932-33..  . 

57 

746 

385 

696 

41 

9 

.53 

.54 

1933-34.. . 

48 

529 

393 

789 

37 

17 

.94 

.68 

1934-35..  . 

42 

497 

289 

752 

22< 

17< 

1.055 

.924 

1935-36... 

52< 

60S' 

1524 

520' 

■1921-1024  average.     21925-1'  -'('nip  ycir  heuinninK  in  July. 

Chicago  price  is  at  least  ten  cents  under  Liverpool. 


'Preliminary.     •''When  on  export  basil 


General  Business  Conditions.  Changes  in  the  purchasing  power  of  fan 
income  fluctuate  closely  with  changes  in  industrial  production.  Consequently 
present  indications  of  underlying  strength  in  our  business  situation  are  favorabl 
to  farmers.  The  best  indication  of  business  recovery  is  the  fact  that  for  the  first 
time  out  of  lour  periods  of  business  improvement  since  1(M2  gains  made  in  the 
recenl  upward  movement  in  industrial  production  have,  for  most  part,  been  held. 
The  sustained  demand  for  automobiles  and  the  high  output  of  iron  and  steel 
have  been  the  strongest  influences  in  sustaining  business  activity.  Automobile 
production  for  July.  1935,  was  11  percent  higher  than  in  July.  1934,  while  pro- 
duction of  iron  and  steel  was  43  percent  higher  than  a  year  ago. 
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The  Wheat  Situation.  With  wheat-seeding  time  close  at  hand  farmers 
are  interested  in  the  outlook  for  the  crop.  The  July  1  carryover  from  the  old 
crop  was  152  million  bushels;  this  was  much  below  the  annual  carryover  for  the 
years  1929-1934,  but  a  little  more  than  that  for  the  years  1920-1928.  The  1935 
production  based  on  August  1  condition  is  indicated  to  be  608  million  bushels  or 
somewhat  below  the  normal  amount  of  625  million  bushels  for  domestic  use.   The 

1934  and  1933  crops  were  extremely  short,  amounting  to  529  million  and  497 
million  bushels  respectively.  This  is  therefore  the  third  consecutive  year  in 
which  production  has  been  less  than  normal  consumption.  The  result  has  been  a 
marked  reduction  in  stocks  carried  over,  and  this  reduction  will  continue  for  the 
coming  year,  with  an  expected  carryover  of  135  million  bushels  on  July  1,  1936, 
if  there  are  no  net  imports. 

The  low  production  of  the  past  three  years  has  been  due  largely  to  low 
yields  and  heavy  abandonment,  since  the  area  seeded  was  only  3  percent  under 
that  of  1930-1932,  but  the  production  in  bushels  was  36  percent  less.  As  a  result 
of  production  on  a  domestic  rather  than  an  export  basis,  prices  during  1934- 

1935  have  been  20  to  30  cents  per  bushel  higher  than  might  have  been  expected 
on  an  export  basis. 

Prior  to  1933  exports  of  United  States  wheat  were  important,  but  since  that 
time  have  been  negligible.  There  is  normally  some  export  and  import  movement 
to  supply  deficits  of  particular  kinds  of  wheat  and  to  market  wheat  of  certain 
regions  such  as  the  Pacific  Northwest,  but  for  the  present,  United  States  has 
been  displaced  as  a  major  exporter  of  wheat. 

For  the  1936  crop,  contract  signers  may  plant  95  percent  of  their  base  acre- 
age, or  5  percent  more  than  for  the  1935  crop  and  10  percent  more  than  for  the 
1934  crop.  With  some  increase  in  acreage  and  normal  yields,  production  in  1936 
would  provide  some  export  surplus  above  domestic  requirements. 

Condition  of  Corn  Crop.  The  condition  of  the  corn  crop  on  August  1  was 
only  slightly  below  that  of  the  ten-year  average,  1923-1932  both  for  Illinois  and 
for  the  United  States.  This  represented  a  considerable  gain  during  July.  Since 
August  1  conditions  in  Illinois  have  been  less  favorable  because  of  cool  weather 
and  on  account  of  the  lateness  of  the  crop  a  considerable  amount  of  soft  corn 
appears  probable.  Estimated  production  for  August  1  for  the  United  States 
was  2.272  million  bushels  or  89  percent  of  the  five-year  average,  1928-1932;  and 
for  Illinois  262  million  bushels  or  79  percent  of  the  five-year  average. 

Cattle  on  Feed.  Numbers  of  cattle  on  feed  August  1  in  the  corn-belt 
states  were  the  smallest  in  many  years,  and  28.5  percent  less  than  a  year  earlier. 
The  decrease  was  largely  west  of  the  Mississippi  River. 

Numbers  of  cattle  on  feed  August  1  by  states  expressed  in  percentage  of 
lumbers  a  year  ago  were  reported  by  the  United  States  Department  of  Agri- 
:ulture  as  follows:  Ohio,  110;  Indiana,  112;  Illinois,  93;  Michigan,  95;  Wiscon- 
sin, 95;  Minnesota,  80;  Iowa,  70;  Missouri,  55;  South  Dakota,  80;  Nebraska, 
50,  and  Kansas,  55.  The  weighted  average  of  numbers  of  cattle  on  feed  for  the 
:orn  belt  was  71.5. 

Reports  from  feeders  point  to  prospective  purchases  during  the  remainder 
3f  the  year  of  considerably  more  stocker  and  feeder  cattle  than  last  year.  The 
greatest  indicated  demand  was  from  western  corn-belt  states,  where  drouth 
severely  reduced  feeding  operations  in  1934. 


Original  data  for  Tables  A  and  B  were  obtained  from  the  following  sources:  (1)  Bureau  of  Agri- 
:ultural  Economics,  U.  S.  D.  A.;  (2)  Illinois  Crop  Reporting  Service,  Illinois  State  Department  of  Agricul- 
ure,  and  U.  S.  Department  of  Agriculture,  cooperating;  (3)  Monthly  data  include  an  average  of  current 
nonth  with  eleven  preceding  months;  (4)  Federal  Reserve  Board;  (5)  National  Industrial  Conference 
Joard.    For  explanations  of  computations,  see  Number  2,  July,   1935. 
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Table  A. — Indexes  of  Business  Conditions 

1921-1929  =  100 

Whole- 
sale 
prices  of 
all  com- 

Farm 

prices 

Cash  income  to 
Illinois  farmers 

Prices 
paid  by 
farmers 
for  com- 
modities 

Pur- 
chasing 
power  of 
income  to 

Factory 

payrolls 

in  the 

United 

Cost  of 
living 
in  the 

United 

Pur- 
chasing 

Illinois1 

United 

factory 

(U.  S.)« 

States' 

Millions1 

Indexes' 

bought 
(U.  S.)» 

farmers 

States* 

States5 

payrolls 

1929 

97 

109 

103 

£560.2 

108 

100 

108 

112 

99 

113 

1930 

88 

95 

89 

451.8 

88 

96 

92 

90 

95 

95 

1931 

74 

65 

61 

315.3 

61 

82 

74 

68 

86 

68 

L932 

66 

44 

46 

228.7 

44 

71 

62 

48 

77 

62 

1933 

07 

47 

49 

276.7 

54 

70 

76 

49 

74 

67 

1934 

76 

64 

64 

321.5 

62 

80 

78 

64 

78 

82 

lulv,  1934.  .  . 

77 

63 

62 

32.4 

53 

80 

66 

65 

78 

83 

Mar.,  1935... 

80 

91 

77 

27.0 

68 

83 

82 

71 

82 

87 

Apr.,  1935.  .. 

82 

94 

80 

34.3 

70 

83 

84 

72 

83 

88 

May,  1935.  .  . 

82 

91 

77 

33.5 

72 

83 

87 

70 

82 

85 

June,  1935... 

82 

88 

74 

26.8 

74 

83 

89 

69 

82 

84 

July,  1935.  .  . 

81 

89 

72 

82 

70 

82 

85 

Table  B. — Prices  and  Price  Indexes  of  Illinois  Farm  Products 


Product 


Prices 


Aug.  average 


1910-14 


1921-29 


Aug. 
1934 


July 
1935 


Aug. 
1935 


Indexes:    same  month 
1921-1929  =  100 


Aug. 
1934 


July 
1935 


Aug. 
1935 


Corn,  bu 

Oats,  bu 

Wheat,  bu 

Barley,  bu 

Hogs,  cwt 

Beef  cattle,  cwt. 
Lambs,  cwt. .  .  . 
Milk  cows,   head 
Veal  calves,  cwt. 

Sheep,  cwt 

Horses,  head.  .  . 
Butterfat,  lb.. . . 

Milk,  cwt 

Eggs,  doz 

(  liiikens,  11)..  .  . 

Wool,  lb 

Apples,  Ini 

Hay,  ton 

Potatoes,  bu..  .  . 
Illinois  index  of  fi 


.66 

.36 

.87 

.60 

7.84 

6.14 

5.70 

53.00 

7.24 

3.96 

152.00 

L43 

.16 
.12 
.19 
.74 
13.78 
.99 
inn  prices 


.83 

.36 

1.16 

.62 

10.00 

8.13 

10.68 

71.00 

10.34 

5.58 

87.00 

.37 

2.26 

.25 

.21 

.33 

1.27 

12.30 

1.36 


.68 

.43 

.93 

.73 

4.90 

5.30 

6.10 

32.00 

5.00 

2.40 

84.00 

.24 

1.50 

.15 

.12 

.22 

.95 

13.10 

1.00 


.79 

.29 

.74 

.42 

9.10 

7.90 

7.30 

53.00 

7.10 

2.95 

107.00 

.22 

1.35 

.20 

.14 

.21 

.60 

9.70 

.70 


.78 

.24 

.83 

.38 

11.00 

8.50 

7.50 

51.00 

8.10 

3.20 

102.00 

.22 

1.35 

.21 

.15 

.20 

.70 

7.90 

.65 


119 
80 

118 
49 
65 
57 
45 
48 
43 
97 
65 
66 
61 
56 
67 
75 

106 
74 
69 


98 
74 
63 
65 
94 
99 
65 
74 
71 
57 
122 
61 
62 
87 
64 
63 
37 
73 
43 
84 


94 
67 
72 
61 
110 
105 
70 
72 
78 
57 
117 
60 
60 
85 
70 
61 
55 
64 
48 
89 


'-'For  sources  of  data  in  tables  see  previous  page. 
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Illinois  Conditions.  The  growing"  season  for  much  of  Illinois  ended  with 
September.  The  warm  weather  during  that  month  pushed  a  large  proportion  of 
the  corn  and  soybeans  beyond  the  danger  point.  Harvesting  of  these  crops  will 
be  advanced  by  the  killing  frosts  which  were  widespread  during  the  first  days  of 
October.  Combining  of  soybeans  is  already  underway  in  central  Illinois,  but 
yields  are  apparently  falling  below  those  of  recent  years  in  most  areas  of  the 


Fig.  1. — Factory  Payrolls  in  Specific  Illinois  Markets  (Dec  1928  =  100) 

(Data  obtained  thru  the  courtesy  of  the  Illinois  Department  of  Labor) 

state.  Prices  of  farm  products  have  generally  held  stable  with  little  change  up 
to  September  15,  when  normal  seasonal  variations  are  taken  into  account,  but 
with  some  indications  of  strength  since  that  date. 

General  Business  Conditions.  General  business  conditions  in  the  United 
States  have  been  favorable  in  the  summer  months  of  1935.  Industrial  production 
from  May  to  August,  1935,  was  8.6  percent  higher  than  a  year  ago,  and  nearly 
equal  to  the  peak  reached  in  1933.  The  most  favorable  factors  in  this  situation 
are  (1)  prospects  for  continued  strength  in  the  automobile  industry;  (2)  in- 
creased building  activity  even  in  the  privately  financed  field;  and  (3)  continued 
improvement  in  the  machine  tools  industry  and  in  the  farm  machinery  business. 

Changes  in  Factory  Payrolls  for  Specific  Illinois  Markets.  The  major  up- 
ward movement  in  factory  payrolls  which  took  place  in  the  United  States  from 
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1933  to  1935  has  been  evidenced  also  in  Illinois  and  in  specific  Illinois  markets. 
Payrolls  in  the  slate  and  in  each  of  these  markets  have  materially  increased  since 
1932  i  Fig.  1  ).  The  index  of  factory  payrolls  in  Illinois  increased  from  35  in  1932 
to  an  average  of  53  for  the  first  eight  months  of  1935,  or  a  net  increase  of  51 
percent    l  I  >ec.   1^28  =  100). 

In  six  cities,  Moline,  Sterling-Rock  Falls,  Peoria,  Rockford,  Joliet,  and 
Bloomington,  factory  payrolls  increased  faster  than  those  for  the  state  as  a 
whole.  The  greatest  percentage  increase  occurred  in  Moline,  payrolls  for  the 
first  eight  months  of  1935  averaging  over  three  times  those  for  1932.  This  large 
percentage  increase  was  due  primarily  to  the  fact  that  in  1932  payrolls  in  Moline 
were  the  lowest  in  the  state.  The  low  condition  of  business  activity  in  that  city 
in  1932  was  caused  primarily  by  loss  in  sales  of  agricultural  implements.  Like- 
wise, the  recent  improvement  has  been  due  principally  to  increased  purchases 
of  farm  machinery.  In  normal  times  one  out  of  thirty  factory  employees  in  Illi- 
nois are  employed  in  this  industry.  A  major  part  of  the  farm  machinery  manu- 
factured in  Illinois  is  sold  in  other  states. 

Factory  payrolls  in  Peoria  are  the  highest  of  any  of  the  Illinois  markets  and 
also  are  higher  than  those  in  any  other  city  in  the  United  States  for  which  pay- 
roll data  are  generally  available.  The  rapid  increase  in  business  activity  in  Peoria 
during  1933  and  the  early  part  of  1934  was  due  principally  to  the  expansion  of 
the  beverage  industries.  More  recently,  during  the  latter  part  of  1934  and  in 
1935  there  has  been  a  considerable  increase  in  the  production  of  tractors,  prin- 
cipally for  farm  use. 

Chicago  payrolls  increased  from  an  index  of  35  in  1932  to  an  index  of  49  in 
the  first  eight  months  of  1935.  During  this  same  period  factory  payrolls  in  St. 
Louis  increased  from  an  index  of  45  to  67.  Payroll  conditions  have  been  better 
in  St.  Louis  than  in  Chicago  during  the  whole  depression  period,  many  of  its  in- 
dustries being  able  to  continue  operation  on  a  more  nearly  normal  basis. 

In  August  1935,  indexes  of  payrolls  for  individual  markets  were  as  follows: 
Peoria,  146;  Bloomington,  108;  Sterling-Rock  Falls,  86;  Springfield,  81;  Quincyj 
72:  St.  Louis,  70;  Rockford,  67;  East  St.  Louis,  62;  Moline,  60;  Decatur,  50 
I  >anville,  49;  Chicago,  48;  Joliet,  47;  Aurora,  43;  and  Rock  Island,  25. 

R.  W.  Bartlett 

What  About  Soybean  Prices  This  Fall?  A  great  many  factors  influence 
the  price  of  soybeans.  These  factors  may  be  classified  under  three  headings: 
(  1)  the  demand  for  soybeans;  (2)  the  supply  of  soybeans;  and  (3)  the  monetary 
situation  and  general  price-level.  The  last  pertains  to  general  demand  conditions, 
but  at  the  present  time  the  monetary  situation  can  be  disregarded  in  considering 
factors  likely  to  canse  changes  in  soybean  prices  during  the  next  few  months. 
\ltho  it  is  probable  that  the  full  effect  of  the  devaluation  of  the  dollar  has  not 
yet  permeated  thru  all  parts  of  the  price  structure,  wre  are  fairly  safe  in  assum- 
ing that  so  far  as  soybeans  are  concerned  the  major  portion  of  this  influence 
took  place  in  1933  and  1(>34.  In  a  recent  study  of  soybean  prices,  in  order  to 
simplify  the  analysis,  five  factors  have  been  used  to  represent  the  influence  ol 
all  factors.  These  five  factors  are:  (1)  the  estimated  production  of  soybeans; 
(2)  the  estimated  production  of  \cct\  and  oil  producing  crops,  represented  by 
corn;  (3)  the  estimated  demand  for  soybean  oil,  represented  by  business  activity 
in  the  United  Stales,  measured  in  terms  of  the  weekly  earnings  ^\  Xew  York 
factory  workers;  (4)  the  estimated  demand  for  soybean  oil  meal,  represented 
by  the  number  of  hogs  in  the  United  States;  and  (5)  the  export  demand.  The 
export   demand  becomes  a    factor  of   importance,  only   when   we  have  an  exceed- 

ingl)  large  crop  of  soybeans  in  the  United  States. 

Over-simplification  is  dangerous,  because  identical  combinations  of  condi- 
tions are  not  likely  to  occur  year  after  year,  and  the  influence  of  any  factor  may 
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cease  to  be  fairly  represented  by  some  other  factor.  If  we  wished  to  include 
practically  all  of  the  factors  affecting  soybean  prices,  we  should  have  to  include: 
the  supply  of  soybeans  harvested;  the  quality  of  the  beans  harvested;  the  demand 
for  soybean  oil,  both  in  paints  and  plastics,  and  as  edible  oil ;  the  probable  compe- 
tition from  linseed  oil  and  cottonseed  oil,  corn  oil,  and  butter ;  the  demand  for 
soybean  meal,  which  might  be  represented  by  a  number  of  the  various  classes 
of  livestock  that  eat  soybean  meal  and  the  competing  feedstuff's;  the  quantity  of 
competing  feedstuffs,  such  as  cottonseed  meal,  wheat  milling  by-products,  tank- 
age, and  linseed  oil  meal,  and  also  the  quantity  of  legume  hays  that  compete 
with  soybean  hay.  To  measure  the  demand  for  soybean  oil  in  paint,  we  should 
have  to  note  the  changes  in  building  activity  and  general  business  activity.  The 
amount  used  for  edible  oils  depends  very  largely  upon  the  price  of  competing 
fats  and  oils,  which  in  turn  depends  upon  the  quantity  of  these  competing  prod- 
ucts produced.  The  probable  export  situation  depends,  not  only  upon  competition 
from  Manchuria  in  supplying  the  export  market,  but  also  the  demand  from 
importing  countries.  This  demand  is  related  to  political  and  economic  conditions 
which  are  hard  to  measure.  The  possibility  of  countries  importing  soybean 
products  from  us  depends  somewhat  upon  their  ability  to  export  their  own 
products.  Finally,  monetary  factors  played  an  important  role  in  connection  with 
the  determination  of  prices,  both  in  this  country  and  a  number  of  other  countries 
I  during  the  last  three  years. 

With  this  array  of  factors  that  need  consideration,  it  should  not  be  expected, 
therefore,  that  the  five  factors  used  should  be  relied  upon  year  after  year  to 
represent  all  the  other  factors  named.  However,  during  the  period  1925-1934 
these  factors,  because  of  their  own  influence  and  relation  to  other  factors,  appear 
to  account  very  well  for  year  to  year  fluctuations  in  soybean  prices. 

The  Supply  of  Soybeans.  The  supply  of  shelled  soybeans  in  the  United 
States  increased  rather  gradually  between  1925-28  from  5.13  million  bushels  to 
8.82  million  bushels.  It  will  be  recalled  that  a  contract  price  was  established  in 
Illinois  in  1928  and  again  in  1929.  The  production  of  shelled  beans  increased 
between  25  and  30  percent  from  1928  to  1929,  remained  about  the  same  in  1930, 
and  increased  another  30  percent  from  1930  to  1931  to  approximately  15.5  million 
bushels.  There  was  some  falling  off  in  production  in  1932  and  1933  but  as  a 
result  of  the  drouth  and  chinch  bugs  which  caused  soybeans  to  be  substituted 
for  other  crops  production  in  1934  reached  a  new  high  point  of  17.75  million 
bushels.  The  September  1  estimate  for  1935  was  almost  double  the  high  point 
reach  in  1934;  namely,  33.5  million  bushels;  present  indications  (October  9) 
point  to  a  downward  revision  of  this  figure.  The  high  point  in  Illinois  farm 
prices  of  soybeans  as  of  December  15  for  this  period  was  in  1925  at  $1.77  per 
bushel.  There  was  a  downward  tendency  in  prices  as  production  increased, 
until  the  low  price  was  reached  in  1931  at  35  cents  per  bushel.  In  spite  of 
some  reduction  in  the  quantity  of  production  in  1932,  prices  recovered  only 
three  cents  because  of  the  serious  depression  then  existent.  By  December, 
1933,  however,  the  farm  price  of  soybeans  in  Illinois  had  recovered  to  66  cents 
a  bushel  and  in  1934  to  $1.05  per  bushel,  in  spite  of  the  marked  increase  in  pro- 
duction. Altho  there  was  no  constant  relationship  between  changes  in  the  supply 
of  soybeans  and  changes  in  the  price  received  by  Illinois  farmers,  yet  over  the 
period  studied  there  seemed  to  be  some  relationship.  On  the  average,  an  increase 
of  a  million  bushels  in  the  production  of  soybeans  in  the  United  States  was 
associated  with  a  decrease  of  about  ten  cents  per  bushel,  on  the  basis  of  the  old 
dollar,  and  with  the  new  dollar  this  would  be  about  17  or  18  cents  per  bushel. 

A  word  of  caution  is  necessary  at  this  point  and  the  need  for  it  is  empha- 
sized by  the  abnormally  large  production  of  soybeans  indicated  for  1935.  Re- 
gardless of  the  quantity  of  production  of  beans,  the  upper  limit  of  prices  is  set 
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by  the  ability  of  foreign  countries  to  ship  beans  into  the  United  States  and  pay 
our  tariff.  Likewise,  the  lower  limit  of  prices  in  the  United  States  is  set  by  our 
ability  to  export  beans.  This  will  affect  the  relationship  between  supply  and 
price  both  at  the  tipper  and  lower  limits  of  production.  Then  again,  when  a  new 
product  comes  on  the  market  in  increasing  quantities,  such  as  is  happening  with 
soybeans  at  the  present  time,  new  uses  are  found  for  these  products,  new  proc- 
erus enter  the  market,  and  the  relationship  between  supply  and  price  is  quite 
likely  to  change  considerably  from  year  to  year. 

The  supply  of  soybeans  is  not  definitely  determined,  of  course,  until  after 
harvest.  Altho  the  most  recent  estimate  of  the  U.  S.  Department  of  Agriculture 
is  in  excess  of  33  million  bushels  for  the  current  year,  some  observers  think  this 
may  be  too  high  and  cite  the  rank  growth  of  stems  and  foliage  with  the  corres- 
ponding reduced  setting  of  beans,  and  excessive  amount  of  weeds  as  reasons  for 
estimating  a  lower  production.  Under  any  circumstances,  however,  the  produc- 
tion promises  to  be  abnormally  large  compared  to  previous  years. 

The  Demand  for  Soybeans.  The  demand  for  soybeans  might  be  repre- 
sented by  anyone  of  a  number  of  indexes.  Tn  this  study  the  weekly  earnings  ol 
New  York  factory  workers,  averaged  for  the  year,  were  used. 

In  studying  the  correlation  between  the  farm  price  and  the  production  of 
soybeans  a  number  of  variations  were  noted  from  the  general  tendency.  For 
example,  the  prices  in  1929  and  1934  were  far  higher  than  the  supply  would 
indicate  they  should  be.  The  opposite  was  true  in  1932  and  1933.  During  other 
years  there  was  some  deviation  but  it  was  not  excessive.  By  correlating  the 
deviations  from  the  price  supply  relationship  with  the  index  of  weekly  earnings 
of  New  York  factory  workers,  the  estimated  price  more  nearly  approached  the 
actual  price.  It  appeared  then  that  the  deviations  in  supply,  taken  in  combination 
with  the  deviations  in  the  demand  situation,  as  reflected  by  the  earnings  of 
factory  workers,  pretty  well  accounted  for  all  the  fluctuation  in  price,  except  for 
the  year  1934.  The  correlation  was  not  perfect  for  the  other  years:  1929,  1930] 
and  1925  being  too  high,  and  1927  particularly  being  too  low,  but  the  year  1934 
was  the  only  one  that  was  far  out  of  line. 

Supplies  of  Competing  Products.  The  prices  of  farm  products  in  1934 
were  influenced  by  two  unusual  circumstances,  one  was  the  devaluation  of  the 
dollar  and  the  other  was  the  extreme  drouth  and  in  this  particular  area  sever 
damage  to  torn  and  other  crops  by  chinch  bugs.  Altho  the  production  of  soy 
beans  was  in  excess  of  17  million  bushels  and  considerably  in  excess  of  the  193 
or  previous  production,  the  production  of  corn  and  all  other  feedstuffs  and  o 
bearing  seeds  was  only  a  fraction  of  what  it  had  been  in  previous  vears.  Comp' 
tition  from  cottonseed  oil,  linseed  oil,  butter,  mill  feed,  tankage,  and  hay  was 
greatly  reduced  in  1934.  Soybean  prices  benefited  from  this  reduction  in  compel 
tition  from  other  products. 

The  differences  between  actual  prices  and  computed  prices  after  taking  into 
consideration  the  supply  of  soybeans  and  the  demand  represented  by  purchasing 
power  of  certain  classes  of  consumers  were  then  correlated  with  the  production 
of  corn  in  the  United  States.  The  farm  prices  of  soybeans  in  Illinois  were  there! 
by  accounted  for  about  as  satisfactorily  as  could  be  expected  from  such  an  over- 
simplified method. 

The  Monetary  Situation.  The  close  correlation  which  was  found  between 
the  farm  price  of  soybeans,  the  volume  of  soybean  production,  the  weekly  payi 
rolls  of  factory  workers  in  New  York,  and  the  production  of  corn  took  into 
consideration  the  devaluation  of  the  dollar  in  1934.  The  depreciation  of  the  ex- 
change value  of  the  dollar  in  1933  and  actual  devaluation  in  1(>34  had  the  effect 
ol  raising  prices  of  all  commodities,  and  especially  those  of  farm  products  and 
other  raw    materials.     It   is  difficult   to  tell  how    much  of  the  increased   price  was 
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accounted  for  by  this  fact.  It  is  doubtful  that  the  devaluation  alone  could  have 
accounted  for  the  almost  doubling  of  price  from  1932  to  1933  and  almost  tripling 
of  price  from  1932  to  1934.  Export  and  import  prices  could  not  have  been 
affected  in  excess  of  69  percent,  because  of  dollar  devaluation.  Because  of  a 
rather  uniform  margin  between  export  prices  and  farm  prices,  however,  the  farm 
price  might  increase  considerably  more  than  69  percent.  Regardless  of  the  extent 
of  the  price  rise  caused  by  this  factor,  no  great  direct  increase  in  price  can  be 
expected  in  the  near  future  as  a  result  of  dollar  devaluation.  The  indirect  effect 
may  be  considerable,  however,  because  of  piling  up  of  excess  reserves  in  banks, 
which  may  be  loaned  out  to  business  to  increase  business  activity  and  hence 
affect  the  demand  for  farm  products. 

The  Present  Outlook.  Unless  industry  has  been  able  to  work  out  new 
uses  for  soybean  products,  or  the  demand  for  soybean  oil  has  materially  increased 
in  excess  of  the  increases  in  business  activity  in  general,  soybean  prices  this  fall 
may  be  determined  by  the  price  we  can  obtain  in  export  markets.  At  the  present 
time  it  is  difficult  to  actually  forecast  what  foreign  countries  will  pay  for  soy- 
beans in  December,  1935.  It  will  depend  not  only  upon  business  conditions  in 
Great  Britain  and  Germany  but  also  upon  political  and  economic  developments 
as  they  affect  the  foreign  exchange  and  the  foreign  trade  situation  in  general. 
The  price  they  will  pay  for  soybeans  will  depend  also  upon  the  supply  of 
soybeans  available  from  Manchuria.  If  the  December,  1934  situation  were  used 
as  a  guide  the  following  may  be  pertinent.  The  United  States  Department  of 
Agriculture  reported  that  a  foreign  importing  company  quoted  an  average  price 
of  soybeans  on  the  Continent  and  in  the  United  Kingdom  of  about  85  cents  per 
bushel.  The  Illinois  Agricultural  Association  reports  an  export  transportation 
cost  from  Decatur  to  New  York  of  34  cents  per  hundred  or  in  excess  of  20  cents 
per  bushel.  To  this  must  be  added  about  9  cents  per  bushel  ocean  freight.  Some 
reduction  in  transportation  rate  may  be  possible  by  routing  the  beans  from  Deca- 
tur to  New  Orleans  or  Mobile.  Deducting  29-cent  transportation  charges  from 
85-cent  list  price  on  the  Continent  would  have  left  56  cents  to  pay  the  farmer  and 
all  costs  of  handling,  except  transportation.  England  has  been  enjoying  a  boom 
in  business  activity  which  should  help  maintain  their  demand  for  soybean  oil. 
It  is  impossible  at  this  time  to  estimate  what  influence  the  present  hostilities 
between  Italy  and  Ethiopia  might  have  upon  the  prices  of  soybean  oil  and 
soybeans. 

Conclusions.  The  supply  and  demand  situation  has  changed  materially 
since  December  1934.  Present  indications  are  that  the  supply  of  shelled  beans 
will  be  almost  double  the  supply  last  year.  Likewise,  the  supply  of  products  with 
which  soybean  meal  and  soybean  oil  compete  is  also  approximately  up  to  normal 
and  will  not  contribute  much  support  to  soybean  prices  this  winter.  The  domestic 
demand  for  soybean  oil  for  paints  and  other  industrial  uses  should  increase, 
inasmuch  as  business  activity  and  particularly  building  activity  has  increased 
over  1934.  On  the  other  hand,  the  demand  for  soybean  oil  for  edible  purposes 
will  decrease  because  of  competition  from  cottonseed  oil,  corn  oil,  butter,  and 
•other  edible  fats  and  oils.  Foreign  demand  seems  to  be  holding  up  fairly  well 
and  before  the  year  is  out  we  may  find  it  convenient  to  ship  considerable  quanti- 
ties of  sovbeans  and  soybean  oil  to  Europe.  _    T     T 

J  J  r  G.  L.  Jordan 

Labor,  Horse,  and  Machinery  Expenses.  Labor,  horse,  and  machinery 
expenses  were  slightly  higher  in  1034  than  in  1033  on  a  group  of  1,170  central 
Illinois  accounting  farms.  Of  this  group  306  used  horses  and  no  tractor,  661  used 
the  standard  type  of  tractor,  and  203  used  tractors  for  corn  cultivation  or  general- 
purpose  tractors. 

[  25  ] 


The  average  amount  of  these  items  a  crop  acre  in  1933  in  operating  the 
standard  tractor  farms  were  as  follows:  expenses  for  horses,  $1.19;  labor,  $2.17; 
and  machinery,  $5.50,  making  a  total  expense  of  $8.86  a  crop  acre.  In  1934,  com- 
parable  expenses  were  $1.52  for  horses.  $2.30  for  labor,  $5.61  for  machinery, 
and  a  total  of  $9.43. 

The  increase  in  expenses  for  horses  in  1934  was  caused  by  higher  feed 
prices,  especially  in  the  latter  part  of  the  year.  On  the  other  hand  depreciation 
was  less  than  usual  because  of  an  increase  in  price  of  horses.  In  all  but  three  of 
the  forty  areas  of  the  state  for  which  farm  accounting  summaries  were  prepared, 
inventories  of  horses  registered  a  gain  during  1934. 

An  increase  in  horse  costs  was  shown  also  by  cost  records  kept  on  Cham- 
paign and  Piatt  county  farms.  In  1933,  the  total  cost  of  keeping  a  horse  was 
$55,  and  since  each  horse  averaged  705  hours  of  work,  the  hourly  cost  was  6.6 
cents.  In  1934,  the  total  cost  increased  to  $69,  the  amount  of  use  was  reduced 
io  606  hours,  and  the  hourly  cost  was  9.6  cents. 


Table  1.  ^Comparison  of  Expenses  for  Labor,  Horses,  and  Machinery  Per  Crop 
Acre  on  Farms  of  Different  Sizes  and  Operated  With  Different 
Types  of  Power,  Central  Illinois  Accounting  Farms,  1930-1934 
(Total  of  6,390  records) 


Crop  acres  per  farm 

Horse 
farms 

Standard  tractor 
farms 

General-purpose 
tractor  farms 

40-  79 

?16.66 
12.17 
10.04 
8.90 
8.40 
6.85 
6.78 
5.90 

9.46 

516.62 
12.73 
10.83 
9.49 
8.63 
8.00 
7.57 
7.43 

10.16 

517  55 

80-119 

12  92 

120-159 

10  59 

160-199 

9  07 

200-239 

8  44 

240-279 

8  01 

280-319 

6  85 

320  and  over 

6  76 

Average 

10  02 

Whether  farms  are  operated  with  horses  only,  with  standard-type  tractors-l 
or  general-purpose  tractors,  the  combined  expenses  for  labor,  horses,  and  ma- 
chinery reduce  rapidly  as  the  size  of  the  crop  area  increases.  Two  major  factory 
are  involved  in  this  trend:  (  1)  There  is  more  work  to  be  done  per  acre  on  the 
small  farms  since  they  have  much  more  livestock  per  acre  and  expenses  for 
labor,  horses,  and  machinery  correlate  closely  with  the  amount  of  livestock. 
(2)  The  larger  farms  permit  greater  operating  efficiency  because  of  larger  fields 
and  provide  an  easier  adjustment  of  power  than  do  small   farms. 

For  the  average  of  the  five  years.  1(M0-1934,  expenses  for  labor,  horses,  and 

machinery  were  slightly  lower  on  horse  farms  than  on  tractor  operated  farms 
(Table  1).  It  must  be  recognized,  however,  that  during  three  of  the  five  year! 
feed  costs  wen-  much  below  normal.  It  is  true  also  that  gross  incomes  per  acre 
were  higher  on  the  tractor  farms  than  on  the  horse  farms. 

'I  hat    tanners  have  attempted   to  adapt    their  power  set-up  to  the   individual 

fan <ds  is  indicated  by  a  comparison  of  the  si/e  of   farm   for  the  three  power 

groups.  The  horse  farms  averaged  186  acres  with  127  acres  in  crops,  the  stan- 
dard tractor  farms  248  acres  with  186  acres  in  crops,  and  the  general  purpose 
farms  294  acres  with  a  crop  area  of  226  acres.  The  cultivating  tractor  has  its 
best   us,-  on  larger  farms  with  a  high  percentage  of  corn  and  soybeans. 

Records  of  individual  farms  similar  in  si/e,  in  kind  of  power,  and  in  amount 
ol    livestock,   indicate  a   wide   range   in  expenses  because  of   varying  efficiency  of 

[  26  ] 


the  operators.    Many  farmers  get  good  production   from  their  farms  but  have 
low  net  incomes  because  of  high  labor,  horse,  and  machinery  expenses. 

P.  E.  Johnston 

Decline  in  Value  of  Agricultural  Exports  Continued.  Exports  of  agricul- 
tural products  from  the  United  States  during  the  last  fiscal  year  ending  June  30, 
1935,  continued  the  downward  trend  of  recent  years.  Agricultural  exports  totaled 
$669,000,000  in  1934-35,  or  only  34  percent  of  the  average  value  of  $1,948,000,000 
for  the  five-year  period  from  July  1,  1924  to  June  30,  1929.  When  compared  with 
the  previous  year,  exports  in  1934-35  were  15  percent  less  in  value  and  35  percent 
less  in  volume,  the  difference  being  due  to  rising  prices.  United  States  exports 
of  all  kinds  have  declined  markedly  altho  non-agricultural  products  have  been 
affected  somewhat  less  than  agricultural  products,  particularly  during  the  last 
year.  During  the  five-year  period,  1924-29,  agricultural  products  made  up  40  per- 
cent of  the  value  of  all  exports ;  by  1933-34  this  proportion  had  shrunk  to  39 


Table  2. 


-Proportion  of  Value  of  Agricultural  Exports  Represented  by 
Selected  Commodity  Groups1 


Commodity  groups 


Percent  of  total  for  year  ended  June  30 


1924-29 


1933-34 


1934-35 


Cotton,  raw 

Tobacco 

Fruits  and  fruit  preparations.  .  .  . 
Animals  and  animal  products. .  .  . 

Grains  and  grain  products 

Miscellaneous  vegetable  products. 


46.2 

7.4 

6.0 

14.2 

20.0 

6.2 

100.0 


55.7 

12.7 

9.9 

10.6 

5.1 

6.0 

100.0 


48.8 
18.0 
10.6 
10.4 
4.8 
7.4 

100.0 


'From  Foreign  Crops  and  Markets,  Vol.  31,  No.  14,  p,  473. 

__  percent,  and  during  1934-35  to  32  percent.  Non-agricultural  products  increased 
while  drouth  and  restriction  were  further  reducing  farm  exports. 

That  the  character  of  exports  is  changing  is  shown  by  the  proportions  of  the 

total  which  certain  products  represent  in  comparison  with  earlier  years  (Table  2). 

Cotton  has  maintained  its  lead  over  other  products,  altho  in  total  value  cotton 

ttor  (exports  have  declined  from  an  average  of  $901  millions  for  the  period  1924-29 
to  $327  millions  in  1934-35.  Tobacco  and  fruits  have  increased  greatly  in  their 
proportions  of  the  total,  altho  total  value  of  these  exports  have  been  reduced. 

tock  Tobacco  shipments  amounted  to  $144  millions  in  the  five-year  period  and  $121 

field  nillions  last  year,  while  fruit  shipments  for  the  same  periods  were  $116  millions 
ind  $71  millions  respectively.    Livestock  and  grain  products  have  been  sharply 

an  reduced,  both  in  proportion  and  in  value.  Livestock  and  livestock  products  ex- 
ported annually  1924-29  were  worth  $278  millions  and  $69  millions  in  1934-35. 

rear  (Reductions  were  heaviest  in  oils  and  animal   fats,   meats,   and  dairy  products. 

act  Grrains  and  grain  products  dropped  most  from  a  value  of  $377  millions  in  1924-29 
:o  $29  millions  in  1934-35.  Wheat  and  wheat  flour  normally  account  for  about 
:hree-fourths  of  this  group.    Last  year  wheat  exports  were  one  percent  of  the 

inwtj  iverage  of  the  five-year  period  and  wheat  flour  20  percent. 

R.  C.  Ross 


ias'l 


Original  data  for  Tables  A  and  B  were  obtained  from  the  following  sources:  (1)  Bureau  of  Agri- 
:ultural  Economics,  U.  S.  D.  A.;  (2)  Illinois  Crop  Reporting  Service,  Illinois  State  Department  of  Agricul- 
ture, and   U.   S.   Department  of  Agriculture,   cooperating;    (3)    Monthly  data   include   an   average   of  current 

onth    with    eleven    preceding    months;    (4)    Federal    Reserve    Board;    (S)     National    Industrial    Conference 

oard.    For  explanations  of  computations,  see  Number  2,  July,  1935. 
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Table  A.  -Indexes  of  Business  Conditions,  1921-1929  =  100 


1929 

1930 

1 93 1 

1932 



1934 

August,  1934. 
May,  L935.  . 
fune,  1935.  . 
|ulv,  L935.  .  . 
August,  1935 


Whole- 
sale 
prices  of 

Farm 

prices 

all  com- 
modities 

(U.  S.)' 

Illinois2 

i  foiled 
States' 

97 

109 

103 

88 

95 

89 

74 

65 

61 

66 

44 

46 

67 

47 

49 

76 

M 

64 

78 

69 

68 

82 

91 

77 

82 

88 

74 

81 

89 

72 

82 

88 

75 

Cash  income  to 
Illinois  farmers 


Millions1 


#560.2 

451  .8 

315. 3 

228.7 

276.7 

321.5 

41.7 

33.5 

26.8 

28.2 


Indexes' 


108 
88 
61 
44 
54 
62 
56 
72 
74 
73 


Prices 
paid  by 
farmers 
for  com- 
modities 
bought 
(U.  S.)> 


100 
96 

82 

71 
70 
80 
82 
83 
83 
82 
82 


Pur- 
chasing 
power  of 
income  to 
Illinois 
farmers 


108 
92 
74 
62 
76 
78 
68 
87 
89 
89 


Factory 
payrolls 
in  the 
United 
States* 


112 
90 
68 
48 
49 
64 
64 
70 
69 
70 
72 


Cost  of 

living 
in  the 
United 
States' 


99 
95 

86 
77 
74 
78 
79 
82 
82 
82 
82 


Pur- 
chasing 
power  of 
factory 
payrolls 


113 
95 
68 
62 
67 
82 
81 
85 
84 
85 


Table  B. — Prices  and  Price  Indexes  of  Illinois  Farm  Products 


Prodw  t 


Prices 


Sept.  average 


1910-14 


1921-29 


Sept. 
1934 


Aug. 
1935 


Sept. 
1935 


Indexes:    same  month 
1921-1929  =  100 


Sept. 
1934 


Aug. 
1935 


Sept. 
1935 


(urn,  bu 

Oats,  bu 

Wheat,  lui 

Barley,  l>u 

I  logs,  cwl 

Beef  tattle,  cwt. 
Lambs,  cwt. .  .  . 
Milk  cows,  head 
Veal  calves,  cwt.. 

Sheep,  c\\  1 

I  lorses,  head 

Butterfat,  lb 

Milk,  cwt 

ilo/. 

(  liic  kens,  lb 

Wool,  lb 

Apples,  bu 

I  [ay,  ton 

Potatoes,  1  m 

Illinois  index  of  I 


.66 

.36 

.90 

.61 

7.98 

6.18 

5.60 

54.00 

7.54 

4.04 

150.00 


1.49 
.19 

.12 
.19 
.71 
13.90 
.88 
irtn  prices 


.81 

.36 

1.16 

.60 

10.02 

8.22 

10.79 

71.00 

10.99 

5.89 

85.00 

.39 

2.26 

.30 

.21 

.33 

1.24 

12.39 

1.26 


.74 
.48 
.95 
.73 
6.30 


37.00 

6.40 

2.40 

89.00 

.23 

1.50 

.20 

.13 

.21 

1.10 

13.80 

1.00 


.78 

.24 

.83 

.38 

11.00 

8.50 

7.50 

51.00 

8.10 

3.20 

102.00 

.22 

1.40 

.21 

.15 

.20 

.70 

7.90 

.65 


.75 

.24 

.88 

.42 

11.00 

8.30 

8.00 

52.00 

8.60 

3.40 

102.00 

.24 

1.45 

.25 

.16 

.21 

.60 

7.50 

.65 


91 

133 
82 

147 
63 
72 
55 
52 
58 
41 

105 
59 
66 
67 
62 
63 
89 

111 
7<> 


94 
67 
72 
61 
110 
105 
70 
72 
78 
57 
117 
60 
62 
85 
70 
61 
55 
64 
48 
89 


93 

67 
76 
70 
110 
101 
74 
73 
78 
58 
120 
61 
64 
84 
70 
63 
48 
60 
52 
88 


'-'For  sources  of  data  in  tables  see  previous  page. 
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General  Business  Conditions.  The  purchasing  power  of  factory  payrolls 
las  continued  its  upward  advance  from  June  to  September  (Table  A).  In  Sep- 
tember. 1935,  factory  payrolls  would  buy  7  percent  more  than  in  June,  and  22 
>ercent  more  than  in  September,  1934.  Wholesale  prices  of  all  commodities  in  the 
United  States  have  remained  at  about  the  same  level  during  the  past  few  months. 
Prospects  are  favorable  for  continued  improvement  in  general  business  conditions. 
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Fig.  1. — Indexes  of  Wholesale  Prices  of  All  Commodities  and  of  Farm 
Products  in  the  United  States,  1750-1935 

(Data   from  N.Y.    (Cornell)   Agricultural  Experiment   Station,   Alemoir   142  and  Farm   Economics) 

This  year,  for  the  rirst  time  during  the  depression  period,  business  activity 
las  successfully  resisted  the  usual  decline  of  midsummer  and  fall,  and  so  is  in 
much  better  position  than  in  earlier  years  for  the  expansion  which  normally 
>ccurs  near  the  end  of  the  year.  A  further  encouraging  feature  is  the  broader 
)asis  of  business  activity.  The  durable  goods  industries,  whose  products  go 
argely  into  further  production  rather  than  into  direct  consumption,  are  showing 
improvement.  Production  of  automobiles,  farm  machinery,  tools,  and  household 
md  office  equipment  is  the  best  in  five  years,  and  construction,  particularly  of 
esidences.  has  been  maintained  at  a  higher  seasonal  position.  At  the  same 
ime,  activity  in  consumption  lines  such  as  clothing,  foods  and  the  like  is  being 
naintained. 

The  immediate  prospect  in  the  United  States  is  for  a  continuance  of  this 
)osition  with  a  higher  rate  of  business  activity  in  1936  than  in  1935.  The  direct 
ffect  of  such  improvement  is  to  increase  employment  and  payrolls  and  to 
■trengthen  the  domestic  market  for  farm  products,  affecting  first  the  demand  for- 
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food  products  such  as  meats  and  dairy,  fruit  and  vegetable  products,  and  gradu- 
ally extending  to  other  products.  While  conditions  in  many  foreign  countries  are 
Improving  also,  the  presence  of  high  and  widespread  trade  restrictions  prevents 
the  full  realization  of  such  improvement  in  our  markets. 

Illinois  Farm  Prices.  Increases  in  Illinois  prices  of  ten  farm  products  in 
«  Ictober,  1935  as  compared  with  September  were  offset  by  declines  in  prices  01 
seven  items  (Table  B).  This  resulted  in  leaving  the  combined  index  at  88  in  i 
October,  the  same  as  for  September.  Products  whose  prices  advanced  (when 
corrected  for  seasonal  variation)  were:  wheat,  corn,  horses,  barley,  sheep,  wool,, 
lambs,  chickens,  potatoes,  and  milk.  Prices  of  eggs,  hogs,  hay,  oats,  beef  cattle, 
milk  cows  and  apples  declined  during  the  past  month.  Indexes  of  prices  for 
butterfat  and  veal  remained  the  same  in  October  as  in  September. 

The  Food  Supply  for  1935-1936.    Supplies  of  foods  available  for  domestic 
consumption  for  the  year  1935-1936  are  only  1.2  percent  below  the  average  for 
the  five-year  period  before  the  depression,  1925-1929.    These  figures  are  from  a 
report   just   released   by   the    Bureau   of   Agricultural   Economics,   United   States- 
Department  of  Agriculture.    Ample  food  supplies  are  of  general  interest,  since- 
the  total  population  constitutes  the  consumer  group.    Because  of  restrictions  in 
production  of  some  products   under  the  Agricultural   Adjustment  Act  and  the.' 
more  general  reduction  caused  by  the  drouth  of  1934,  some  have  felt  concern  as> 
to  whether  there  would  be  sufficient  food  supplies. 

The  greatest  shortages  in  comparison  with  the  predepression  period  are  in 
livestock  products  other  than  dairy  products.    Supplies  of  meats  (except  poultry)' 
are  82  percent  of  average,  poultry  91  percent,  eggs  88  percent  and  lard  89  per- 
cent.   Dairy  products  are  ample,  milk  and  cheese  being  104  percent  and  butter  111 
percent  of  average.    The  shortage  of  lard  is  offset  by  other  edible  fats  and  oils,, 
the  supplies  of  which  are  19  percent  above  average,  and  which  normally  are  more 
than  one- fourth  greater  than  the  volume  of  lard. 

(  >f  the  crop  products  rice  is  the  only  one  below  average,  this  shortage 
amounting  to  but  3  percent.  Wheat,  Irish  potatoes  and  sweet  potatoes,  all  carbo- 
hydrate foods,  have  supplies  in  excess  of  average  by  4,  5,  and  13  percent  re- 
spectively. Beans  and  peanuts  have  substantial  surpluses  of  27  and  21  percent. 
Fruits  in  fresh,  canned  and  dried  form  exceed  average  amounts  by  15  to  42  per- 
cent, while  supplies  of  fresh  and  canned  vegetables  are  a  little  more  than  average. 

Food  supplies  available  for  the  current  year  are  slightly  in  excess  of  those 
consumed  last  year,  but  2  percent  less  than  in  1933-1934,  although  the  distribution 
among  the  various  products  varied  somewhat  each  year.  Some  of  these  products 
move  in  international  trade.  Any  reduction  in  the  current  amount  of  exports  or: 
increase  in  imports  would  add  to  the  amounts  available  for  domestic  consumption 
while  reverse  movements  would  reduce  supplies. 

Post- War  Losses  to  Farmers  Greater  Than  War-Time  Gains.    The  dis-  j 
ruption   of    world    trade    which    in    the   past    has    resulted    from    major   wars   has 
broughl  unfavorable  effects  to  American  farmers.    An  analysis  of  these  effects  is 
timely  in  view   of  the  possibility  of  a  more  general  war  growing  out  of  the  present 
conflict   between    Italy  and    Ethiopia   in   Africa. 

The  underlying  cause  of  the  troublesome  times  which  Illinois  farmers  have 
experienced  during  the  past  15  years  has  been  the  result  of  maladjustments  which 
had  their  roots  in  the  World  War.  In  fact,  war  has  been  the  major  cause  of  the 
violenl  changes  in  prices  which  have  occurred  during  the  past  185  years,  as  shown 
by  the  ionise  of  American  prices  from  1750  to  1935  (  Fig.  1).  The  four  sharp 
peaks  of  war  prices,  which  occurred  during  or  at  the  close  of  the  Revolutionary 
War.  the  War  of  1812.  the  ('ivil  War.  and  the  World  War,  emphasize  the  unduly 
high   prices  caused  by  war  conditions  and  the  long  periods  of   falling  prices  and 
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depression  which  followed.  With  each  of  these  peaks  occurred  a  marked  ex- 
pansion of  cultivated  farm  land,  the  production  from  which  added  to  the  subse- 
quent distress. 

The  regular  sequence  of  events,  from  an  economic  standpoint,  produced  by 
the  great  wars  has  been  stated  as:1  "(T)  commodity  price  inflation;  (2)  farm 
prosperity  and  farm  land  speculation;  (3)  price  deflation  and  short  primary  post- 
war depression;  (4)  a  period  of  city  prosperity  and  widespread  speculation; 
15)  a  secondary  price  deflation  and  a  long,  secondary  post-war  depression. 

"Economic  developments  have  followed  this  specialized  type  of  movement 
and  sequence  during  and  after  the  great  wars,  and  they  have  done  so  since  and 
during  the  World  War." 

Farm  land  speculation  in  the  United  States  which  took  place  during  the 
World  War  was  evidenced  by  an  increase  in  values  of  farm  land  and  buildings 
in  the  United  States  from  34.8  billion  dollars  in  1910  to  66.3  billion  dollars  in 
1920,  an  increase  of  91  percent.  This  increase  in  farm  property  values  was  the 
result  of  high  prices  brought  about  by  the  marked  increase  in  demand  for  farm 
products  such  as  wheat,  pork,  and  beef,  by  European  countries  which  were  at  war. 

From  1921  to  1929,  farm  investment  values  declined  in  spite  of  general 
prosperity  and  widespread  speculation  in  cities.  Values  of  farm  land  and  build- 
ings, in  billions  of  dollars,  declined  from  66.3  in  1920  to  49.5  in  1925,  and  47.9 
in  1930.  The  underlying  cause  for  these  declines  was  the  shrinkage  in  demand 
from  European  countries  for  our  farm  products.  This  period  was  characterized 
by  an  increase  in  the  use  of  tariffs,  quotas,  and  bounties  to  encourage  domestic 
production  of  farm  products  in  European  countries. 

The  depression  of  1929  to  1935  has  involved  nearly  all  nations.  During  this 
period  farm  property  values  decreased  to  a  low  of  30.4  billion  dollars  in  1933, 
a  point  even  lower  than  that  for  1910,  and  less  than  half  of  that  in  the  peak  of 
1920.  Present  values  ( 1935)  of  farm  land  and  buildings  in  the  United  States  are 
estimated  to  be  slightly  above  those  for  1910,  or  a  net  decrease  of  about  30 
billion  dollars  from  those  of  1920. 

Facts  of  special  importance  to  farmers  are: 

1.  The  early  part  of  a  war  period  results  in  high  farm  prices  relative  to  other 
commodities  for  a  short  period  which  is  known  as  farm  prosperity,  and  which 
is  accompanied  by  high  net  farm  incomes  and  farm-land  speculation. 

2.  War  prices  are  followed  by  relatively  long  periods  during  which  prices 
of  farm  products  decline  to  levels  relatively  lower  than  those  of  non-agricultural 
prices. 

3.  Losses  to  farmers  after  a  war  resulting  from  low  farm  prices,  an  even 
greater  reduction  in  purchasing  power,  and  shrinkage  of  farm  property  values, 
are  much  more  than  the  gains  made  during  the  brief  period  of  war  prosperity. 
This  fact  stands  out  clearlv  to  anyone  who  depended  upon  farming  for  a  living 
from  1921  to  1935. 

If  history  can  be  depended  upon  as  a  guide,  for  a  long-time  policy  it  is 
to  the  best  interest  of  farmers  in  the  United  States  to  take  every  reasonable  pre- 
caution to  prevent  an  overexpansion  of  farm  production  in  order  to  profit  from  a 
temporary  war-time  demand  in  other  countries.  Tn  this  way  the  heavy  losses  such 
as  have  recently  been  experienced  in  the  forced  adjustment  of  farm  production 
to  a  peace-time  demand  might  be  avoided. 


1Ayres,    Leonard    P.     The    Chief    Cause    of    This    and    Other    Depressions.     Cleveland    Trust    Company, 
1935,  pp.   49-50. 


Original  data  for  Tables  A  and  B  were  obtained  from  the  following  sources:  (1)  Bureau  of  Agri- 
cultural Economics,  U.  S.  D.  A.;  (2)  Illinois  Crop  Reporting  Service,  Illinois  State  Department  of  Agricul- 
ture, and  U.  S.  Department  of  Agriculture,  cooperating;  (3)  Monthly  data  include  an  average  of  current 
month  with  eleven  preceding  months;  (4)  Federal  Reserve  Board;  (5)  National  Industrial  Conference 
Board.    For  explanations  of  computations,  see  Number  2,  July,  1935. 
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Tabli   A      Indexes  of  Business  Conditions,  Same 

Month 

921-1929  =  100 

Whole- 
sale 
prices  of 
all  com- 
modities 
(U.  S.)> 

Farm 

prices 

Cash  income  to 
Illinois  farmers 

Prices 
paid  by 
farmers 
for  com- 
modities 
bought 
(U.  S.)' 

Pur- 
chasing 
power  of 
income  t<> 

Illinois 
farmers 

Factory 
payrolls 
in  the 
United 
States* 

Cost  of 

living 
in  the 
United 
States5 

Pur- 
chasing 
power  of 
factory 
payrolls 

Illinois5 

United 

States' 

Millions' 

Indexes3 

1929    

97 

109 

103 

£560.2 

108 

100 

108 

112 

99 

113 

1930    

88 

95 

89 

451  .8 

88 

96 

92 

90 

95 

95 

1  93  1 

74 

65 

61 

315.  3 

61 

82 

74 

68 

86 

76 

1932 

66 

44 

46 

22S.7 

44 

71 

62 

48 

77 

62 

1933 

67 
76 

47 
64 

49 

64 

276.7 
321  .5 

54 
62 

70 

80 

76 
78 

49 
64 

74 
78 

67 
82 

1934 

Sept.,  1934 

79 

77 

72 

55 .  7 

57 

82 

70 

59 

80 

74 

[une,  1935. 

82 

88 

74 

26.8 

74 

83 

89 

69 

82 

84 

Julv.  1935 

81 

84 

72 

28.2 

73 

82 

89 

70 

82 

85 

ffug.,  1935.  .  . 

82 

89 

75 

31  .6 

71 

82 

87 

72 

82 

88 

Sept.,  1935... 

82 

88 

75 

80 

74 

82 

90 

Tawe  B. — Prices  and  Price  Indfxfs  of  Iu.txois  Farm  Products 


Corn,  I  hi 

(  >ats.  Ini 

Wheal .  lui 

Barley,  bu 

I  logs,  cwi 

Beef  cal  i  le,  cwl 

Lambs,  cut 

Milk   cows,    head 
Veal  calves,  cwt. . 

Sheep,  cw  i 

Horses,  head  .... 

Butt  erf  at,  !l> 

Milk,  cut 

Kkk*.  doz 

Chickens,  lb 

Wool,   lb 

Apples,  bu 

I  lay,  ion     

Potatoes,  bu 

Illinois  index  of  fi 


Prices 


Oct.  average 


.61 
5  7 
61 
65 
58 
06 
64 


55.00 

7.52 

3.98 

1 49 . 00 


1  .  69 

22 

.U 

.  16 

.71 
1 3   S3 
.78 
rm  prices 


1921-29 


t     .74 

.38 

1.18 

.59 

9.62 

8.07 

10.61 

72.00 

10.92 

5 .  69 

84.00 

.41 

2 .  50 

.20 
..^.^ 

1.37 
12.45 

1.21 


Oct. 
1934 


S      .73 

.46 

.91 

.84 

5.30 

5.60 

5.60 

36.00 

6.10 

2.40 

86.00 

.2.^, 

1.55 

.21 

.12 

.21 

1.05 

1 3 .  90 

.85 


Sept. 
1935 


$      .  75 

.24 

.88 

.42 

11.00 

8.30 

8.00 

52.00 

8.60 

3.40 

102.00 

.24 

1.45 

.25 

.16 

.21 

.60 

7 .  50 

65 


Oct. 
1935 


$      .74 

.25 

1  .01 

.44 

10.00 

8.10 

8.20 

52.00 

8.50 

3 .  55 

106.00 

.25 

1.50 

.26 

.15 

22 

,65 

7.10 

.  65 


Indexes:   same 
1921-1929  = 


month 
=  100 


Oct. 
1934 


99 

121 
77 

142 
55 
69 
53 
50 
56 
42 

102 
56 
67 
59 
58 
64 
77 

112 
71 
74 


Sept. 
1935 


93 
67 
76 
70 
110 
101 
74 
73 
78 
58 
120 
61 
64 
84 
76 
65 
48 
60 
52 
88 


Oct. 
1935 


100 
66 
86 
75 

104 

100 
77 
72 
78 
62 

126 
61 
65 
74 
78 
67 
47 
57 
54 
88 


'■'For  sources  of  data  in  tables  see  previous  page. 
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Trade  Agreement  Between  the  United  States  and  Canada.  Total  exports 
of  products  from  the  United  States  to  Canada  in  1935  of  about  $325,000,000 
were  less  than  half  of  those  for  1930  and  only  one-third  of  those  for  the  peak 
year  of  1929  (Fig.  1).  The  principal  purpose  of  the  reciprocal  trade  agreement 
between  United  States  and  Canada,  signed  on  November  15,  1935,  and  to  become 
effective  January  1,  1936,  is  to  restore  trade  between  these  countries  on  a  basis 
more  nearly  comparable  to  that  from  1925  to  1930. 


YEAR 


1924 
1925 
1926 
1927 
1928 
1929 
1930 
1931 
1932 
1933 
1934 
1935 


700       800     900    1000 


I  EXPORTS  f»OM  UNITED 
I  S  TA  TES   TO  CANADA         , 


ob 


Fig.  1. — Total  Trade  of  the  United  States  with  Canada,  1924  to  1935 

(Data,    including   reexport    trade,   were   obtained    from   Monthly   Summary   of 
Foreign    Commerce,    U.    S.    liept.    of    Commerce  I 

Concessions  made  by  Canada  to  the  United  States  for  effecting  this  are: 

1.  General  reductions  in  duty  on  agricultural  products  shipped  into  Canada, 
including  fresh  fruits,  vegetables,  and  wheat.  Potatoes  were  transferred  to  the 
free  list.  Oranges  were  put  on  the  free  list  for  parts  of  the  year,  and  guarantees 
ivere  made  that  no  duties  would  be  placed  upon  raw  cotton. 

2.  Reductions  in  duty  on  machinery,  industrial  equipment,  automobiles  and 
3arts,  railway  cars  and  parts,  electrical  apparatus,  iron  and  steel  mill  products, 
gasoline  lubricating  oils  and  greases,  cotton  fabrics,  and  dress  furs.  Tractors  were 
placed  on  the  free  list. 

3.  Guarantee  to  the   United   States  of  the  lowest   rate   for  any  non-British 
ountry  on  767  items  and  sub-items  on  the  Canadian  schedule. 

The  value  of  exports  from  the  United  States  to  Canada  in   1929-30  for  all 
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items  "ii  which  duties  have  been  reduced  was  $416,100,000.  In  1934-35  exports 
of  these  items  were  $106,000,000,  or  about  one-fourth  of  those  for  1929-30. 

4.  Guarantee  of  benefits  to  commercial  travelers  and  revision  promised  in  the 
Canadian  system  of  arbitrary  valuation  as  well  as  legislation  for  exempting 
limited  purchases  of  tourists  from  duty. 

Concessions  made  1>.\  the  United  States  to  Canada  are: 

1.  Reductions  in  duty,  for  fixed  quotas,  of  cattle,  calves,  dairy  cows,  cream, 
certified  seed  potatoes,  lumber,  and  certain  kinds  of  timber,  particularly  pulpwood. 

2.  Reductions  in  duty  on  hay,  horses,  live  poultry,  cheddar  cheese,  turnips] 
apples,  maple  sugar,  certain  kinds  of  fish,  and  leather  goods. 

3.  I  ruaranteeing  thai  Canadian  exports  to  us  which  are  now  free  of  duty  will 
be  continued  on  the  free  list. 

4.  Guaranteeing  to  Canada  that  the  existing  10  percent  duty  on  certain  feed- 
stuffs  for  animals  will  not  be  increased. 

I    ipo.'ted   to  I 

Table  1.     Recent  Changes  of  Tariff  IiATRsx^oJiW^f^S^W^&Kx^^T^TT^iWi 


Product 


1 .  Apples 

2.  Beef  cattle. 

3.  Calves 


4.  Cheddar  cheese. 

5.  Chickens  (live) . 

6.  Cream 

7.  Dairy  cows 

8.  Hay 

9.  Horses 


Unit 


10.   Potatoes  (seed) 


Bu. 
Lb. 

i  7(Kl  lbs.  and  over) 

Lb. 

( 175  lbs.  and  under) 

Lb. 
Lb. 
Gal. 
Lb. 
Ton 
Head 

(Values  under#150) 

100  lbs. 


Tariff  rates 


25c 
2e 

\y2i 

sp 

3c 

30c 

2e 

343 

$30 

50c 


25c 
3c 

If- 

u 

56.6c 

3c 
$5* 
$30 

75c 


After  Jan.  1,  1936 


15c 
2e 

mi 

3H 

\y2t 

$3* 
£20 

45  e  and  60ei> 


'Not  less  than  25%  ad  valorem;  -not  less  than  35%  ad  valorem;  'long  tun:  "short  ton;  545cl,  March  1  to  Nov.  30; 
'.dr.  Dec.  1  thru  Feb. 

In  reviewing  the  essential  points  included  in  the  trade  agreement,  the  question 
most  frequently  asked  by  American  farmers  is.  "What  is  the  probable  effect  on 
prices  of  important  farm  products  on  which  tariffs  from  Canada  to  the  United 
Slates  have  been  reduced?" 

An  analysis  of  the  situation  pertaining  to  farm  products  on  which  tariff  rates 
were  reduced,  indicates  that  not  only  are  lower  prices  to  American  farmers  on 
these  products  unlikely,  as  a  result  of  this  reduction,  hut  rather,  there  are  strong 
reasons  for  believing  that  within  the  next  two  or  three  years  prices  of  these  and 
other  farm  products  will  he  materially  increased  as  a  result  of  increased  incomes 
of  factory  workers  and  those  engaged  in  foreign  trade  if  expected  increases  in 
trade  between  the  United  States  and  Canada  take  place.  The  new  rates  indicate 
a  return  to  about  the  level  of  the  Fordney-McCumber  tariff  in  effect  from  1922 
to  1930.    (Table  1) 

The  factors  which  will  tend  to  prevent  a  lowering  of  American  prices  of 
farm  products  having  lower  tariff  rates  are: 

First,  maximum  quotas  permitted  at  the  reduced  rates  for  items  such  as  beel 
cattle,  calves,  dairy  cows,  and  cream  are  SO  Small  in  relation  to  total  domestic 
production  as  to  he  almost  negligible  in  affecting  prices. 

Thus,  the  tariff  rate  on  dairy  cows  was  reduced  from  3  to  1.5  cents  per 
pound.  From  L930  t<>  L934,  the  average  production  of  dairy  cows  in  the  Cnited 
States  was  4,730,000,  annually.    The  annual   quantity  permitted  to  enter   from, 
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Canada  at  reduced  rates  is  20,000  head,  or  about  two-fifths  of  one  percent  of  the 
annual  production  of  dairy  cows  in  this  country. 

The  tariff  rate  on  beef  cattle  was  reduced  from  3  to  2  cents  per  pound  for 
a  quantity  not  to  exceed  155,000  head  a  year  from  Canada  and  all  other  countries. 
The  quota  permitted  at  the  reduced  rate  is  about  three- fourths  of  one  percent 
of  the  cattle  slaughtered  in  the  United  States  in  an  average  year.  No  reduction 
of  tariff  rates  was  made  on  cattle  weighing  from  175  to  700  pounds.  Mexican 
imports  weigh  less  than  700  pounds  per  head  and  are  still  bound  by  the  old  rate. 

The  duty  on  calves  was  reduced  in  the  Canadian  agreement  from  2.5  to  1% 
cents  per  pound,  but  under  the  fixed  quota  will  apply  to  only  52,000  head  or  about 
one- fourth  of  1  percent  of  the  total  cattle  slaughtered  in  this  country. 

Rates  on  cream  from  Canada  were  reduced  from  56.6  to  35  cents  per  gallon. 
The  average  volume  of  whole  milk  reduced  to  a  cream  equivalent  from  1930-1934 
was  1,235  million  gallons  annually.  The  maximum  quota  of  cream  of  1.5  million 
gallons  annually  permitted  at  the  reduced  rates  was  thus  about  one-eighth  of 
1  percent  of  the  average  production  in  the  United  States. 

Second,  tariff  rates  which  go  into  effect  January  1,  1936,  on  items  such  as 
apples,  cheddar  cheese,  live  chickens,  hay,  horses,  and  seed  potatoes,  are  suf- 
ficiently high  in  relation  to  the  usual  prices  of  these  products  as  to  effectively 
prohibit  large  amounts  of  imports  to  the  United  States.  Reduced  tariff  rates 
which  will  apply  to  these  products  are:  apples,  15  cents  per  bushel;  cheddar 
cheese,  5  cents  per  pound ;  live  chickens,  4  cents  per  pound ;  hay,  $3.00  per  ton ; 
horses,  $20  per  head ;  and  seed  potatoes,  45  cents  per  100  pounds,  March  1  to 
November  30,  and  60  cents  per  100  pounds  from  December  1  to  the  last  day  of 
February. 

The  factors  which  may  be  expected  to  be  most  influential  in  increasing  prices 
of  American  farm  products  are: 

1.  Increased  incomes  to  factory  workers  producing  goods  for  Canada  and 
to  those  engaged  in  trade  with  Canada.  In  1933,  out  of  a  total  of  approximately 
13,000,000  unemployed,  about  3,000,000  were  employees  formerly  engaged  in 
foreign  trade,  and  about  2,300,000  were  factory  workers.  A  continued  revival 
of  industries  and  trade  in  which  these  men  were  employed  will  create  better 
(domestic  outlets  for  farm  products  as  well  as  assist  in  reducing  unemployment. 

The  principal  non-agricultural  exports  to  Canada  are  iron  and  steel  products. 
In  1929-30,  the  total  value  of  these  products  on  which  duties  have  been  materially 
reduced  was  $205,000,000.  In  1934-35,  the  value  of  exports  of  these  same 
products  was  only  $47,000,000.  or  less  than  one- fourth  of  that  for  1929-30. 

The  Canadian  duty  on  most  classes  of  agricultural  machinery  and  implements 
which  are  included  in  the  iron  and  steel  exports  has  been  reduced  from  25  per- 
cent to  121/2  percent  of  its  market  value.  In  1929-30,  trade  in  these  goods 
imounted  to  over  $14,000,000,  or  about  one-tenth  of  the  total  value  of  farm 
equipment  exported.  Since  Illinois  ranks  first  in  the  production  of  agricultural 
nachinery,  an  increase  in  exports  of  these  products  will  increase  both  payrolls 
jind  employment  in  this  state. 

2.  General  reduction  in  duties  on  agricultural  products  shipped  into  Canada 
hould  be  influential  in  restoring  our  markets  for  certain  kinds  of  these  products. 

|[n  1934-35  the  value  of  exports  of  agricultural  products  to  Canada  was  15.2 
nillion  dollars,  or  less  than  one-third  of  those  for  1929-30,  when  their  value 
eached  a  peak  of  49.8  million  dollars.  Vegetables  and  fresh  fruits,  including 
)ranges,  are  expected  to  benefit  most  by  these  reductions. 


Original  data  for  Tables  A  and  B  were  obtained  from  the  following  sources:  (1)  Bureau  of  Agri- 
ultural  Economics,  U.  S.  D.  A.;  (2)  Illinois  Crop  Reporting  Service,  Illinois  State  Department  of  Agricul- 
ure,  and  U.  S.  Department  of  Agriculture,  cooperating;  (3)  Monthly  data  include  an  average  of  current 
nonth  with  eleven  preceding  months;  (4)  Federal  Reserve  Board;  (5)  National  Industrial  Conference 
?oard.    For  explanations  of  computations,  see  Number  2,  July,   1935. 
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Tabli   A     -Indexes  of  Business  Condition 

s,  Same  Month 

1921-1929  =  100 

Whole- 
sale 
prices  of 
all  com- 
modities 
(U.  S.)' 

Farm 

prices 

Cash  income  to 
Illinois  farmers 

Prices 
paid  by 
farmers 

Pur- 
chasing 
power  of 
income  to 
Illinois 
farmers 

Factory 
payrolls 

Cost  of 

living 

Pur- 
chasing 

Illinois' 

United 
States' 

for  com- 
modities 
bought 
(U.  S.)' 

in  the 
United 
States* 

in  the 
United 
States5 

power  of 
factory 
payrolls 

Millions1 

Indexes3 

1929    

97 

109 

103 

#560.2 

108 

Kill 

108 

112 

99 

113 

1930    

88 

95 

89 

151.8 

88 

96 

92 

90 

95 

9J 
79 

1931    

74 

05 

01 

315.3 

61 

82 

74 

68 

86 

1932 

66 

44 

46 

228.7 

44 

71 

62 

48 

77 

02 

1933    

67 

47 

4') 

276.7 

54 

70 

76 

49 

74 

67 

1034 

76 

64 

64 

321  .5 

62 

80 

78 

64 

78 

82 

on..  1934..  .  . 

78 

74 

71 

35.0 

60 

82 

73 

61 

80 

76 

July,  1935. 

81 

84 

72 

28.2 

73 

82 

89 

70 

82 

85 

An-.,  1935. 

82 

89 

75 

31.6 

71 

82 

87 

72 

82 

88 

Sept.,  1935 

82 

88 

75 

80 

74 

82 

90 

Oct.,  L93S 

83 

88 

70 

80 

75 

83 

00 

Table  B. — Prices  and  Price  Indexes  of  Illinois  Farm  Products 


Corn,  l)ii 

<  >ats.  lui    

Wheat,  bu 

Barley,  1>u 

I  logs,  CW  I 

Beel  * ;  1 1 1  le,  cwl . 

Lambs,  cw  i 

Milk  cows.   hea< 
Veal  calves,  cwl . . 

Sheep,  cwl 

I  [orses,  head 
Butterfat,  lb. . . . 

Milk,  cwt 

Eggs,  doz 

( Ihickens,  lb. 
Wool,  II. 

Apples,  lill 

Hay,  ton 

I'dl. lines,   Im 


Prices 


Xov.  average 


1910-14 


$      .54 

.37 

.91 

.63 

6.94 

5.96 

5  58 

54.00 

7.30 

3 .  94 

148.00 


1  SI 
.27 
.10 
.18 
.79 
1 3 .  92 
.71 


Illinois  index  of  farm  prices . 


1921-29 


$         07 

,38 

1    18 

.59 

8.69 

7.90 

10.62 

72.00 

10.21 

5.60 

83 .  00 

.43 

2.34 

.44 

.  10 

.34 

1.50 

12.91 

1.26 


Nov. 

1934 


S      .74 

.48 

.91 

.85 

5.10 

5.20 

5.70 

38.00 

5.70 

2.45 

87.00 

.26 

1  .  55 

.27 

.11 

.20 

1.10 

14.60 

.65 


Oct. 
1935 


$       .74 

.25 

1.01 

.44 

10.00 

8.10 

8.20 

52.00 

8.50 

3.55 

106.00 

.25 

1.50 

.26 

.15 

.  22 

.65 

7.10 

.65 


Nov. 
1935 


$     .53 

.24 

.92 

.44 

8.80 

7.70 

8.70 

53 .  00 

8.90 

3.70 

108.00 

.29 

1 .  55 

.29 

.16 

.24 

.65 

7.40 

.70 


Indexes: 
1921- 


same  month 
1929  =  100 


Nov. 
1934 


110 
126 

77 
144 
59 
66 
54 
53 
56 
44 
105 
61 
66 
61 
60 
58 
73 
113 
52 
76 


Oct. 
1935 


100 
66 
86 
75 

104 

100 
77 
72 
78 
62 

126 
61 
65 
74 
78 
67 
47 
57 
54 


Nov. 
1935 


79 
63 
78 
75 

101 
98 
82 
74 
87 
66 

130 
68 
66 
66 
83 
70 
43 
57 
50 
82 


-•For  sources  of  data  in  tables  see  previous  page. 
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General  Business  Conditions  and  Illinois  Farm  Prices.  Business  activity 
in  the  United  States  at  the  end  of  1935  was  at  the  highest  level  in  more  than  five 
years.  Industrial  production  in  1935  averaged  13  percent  higher  than  1934,  and 
was  nearly  60  percent  above  the  low  point  in  1932.  Income  of  factory  workers 
increased  from  $5,022,000,000  in  the  low  year  of  1932  to  $7,402,000,000  in  1935. 

la  net  increase  of  about  $2,400,000,000,  or' 48  percent  (Table  1). 

Farm  cash  income  in  the  United  States  including  emergency  sales,  rental  and 
benefit  payments,  increased  from  $4,328,000,000  in  1932  to  about  $6,870,000,000 

I  in  1935.  a  net  increase  of  about  $2,500,000,000,  or  58  percent.  While  farm  cash 
income  in  1935  was  substantially  higher  than  in  1932,  1933,  or  1934,  it  was  lower 
than  would  have  been  expected  had  there  been  no  drouth  in  1934. 


Table    1.- 


-Changes  in  Farm   Cash   Income1  and  Factory   Payrolls  in  the 
United  States,   1929-1935. 


Year 

Farm  cash  income2 

Factory  payrolls4 

(In  millions) 

Percent 
(1924-1929  =  100) 

( In  millions) 

Percent 
(1924-1929  =  100) 

1929 

1930 

#10,479 
8,451 

5,899 
4.328 

5,117 
6,387 
6,8  70-' 

104 
84 
59 

43 

51 

63 
67 

811,621 

9,518 
7,256 
5,022 

5,106 
6,584 
7,402 

108 
89 

1931 

67 

1932 

1933 

47 
47 

1934 

61 

1935 

69 

including  emergency  sales,  rental  and  benefit  payments.  :From  Agriculture's  Share  in  the  National 
Income.  (  ktober,  1935.  U.S.D.A.  3Estimate.  4l)ata  for  1929-32  from  Economic  Trends  Affecting  Agricul- 
ure.    1933,   U.S.D.A.;   data  for   1933-35  based  upon  indexes  of  Federal   Reserve   ISoard. 

Illinois  farm  prices  of  livestock  and  livestock  products  were  higher  in  De- 
cember,   1935   than   in  December,    1934.    Hogs,  veal   calves,   beef   cattle,   lambs, 
lorses,  milk  cows,  and  sheep  experienced  the  greatest  increase  in  prices.    In  con- 
trast,   Illinois   farm  prices  of  grain  and  hay  in   December,    1935   averaged  only 
ibout  half  of  those  one  year  ago.    During  this  period  corn   fell   from  88  cents 
:<>  48  cents  a  bushel;  barley  from  87  cents  to  46  cents;  oats   from  51   cents  to 
E3  cents  a  bushel ;  and  hay  from  $14.80  to  $7.60  a  ton.   High  grain  and  hay  prices 
n   December,    1934  were  the   result   of   extremely   short   supplies    following  the 
!  lrouth  of   1934.    Prices  in  December,   1935,  indicate  the  greater  abundance  of 
!.hese  crops  in  1935.    Wheat  prices  were  about  the  same  at  the  two  dates. 

Higher  prices  for  livestock  and  livestock  products  were  about  offset  by  lower 

Iprices  for  grain  and  hay.  leaving  the  combined  index  of  Illinois  farm  prices  in 

December,  1935,  at  82,  or  one  point  higher  than  that  for  December  a  year  ago. 

The  Agricultural  Outlook  for  1936 

The  following  brief  summary  of  the  outlook   for  Illinois   farm  products  is 

preprinted   from  the  annual  Agricultural  Outlook  for  Illinois,  published  recently 

by  the  College  of  Agriculture  and  from  which  complete  copies  may  be  obtained. 


Printed   in   furtherance   of   the   Agricultural    Extension    Act    approved   by   Congress    May   8,    1914. 

H.    W.    Mumford,    Director,    Extension    Service    in    Agriculture    and    Home 

Economics,    University    of     Illinoi-. 


While  the  Outlook  report  was  prepared  prior  to  the  recent  adverse  decision 
of  the  Supreme  Court  on  the  A.  A.  A.,  this  decision  is  not  expected  seriously  to 
affect   farm  prices  in  the  near   future.    Supplies  of   farm  products  are  well  de- 
termined until  a  new  crop  i^  harvested,  and  marked  changes  in  prices  are  unlikely 
until    changes    occur    in    supplies.     Some    commodities    which    were    subject    to 
processing  taxes  may  he  expected  to  advance  somewhat  because  of  removal  of 
the  tax,  while  prices  of  competing  products  which  have  not  had  processing  taxes 
may  he  expected  to  decline  slightly,  so  as  to  equalize  prices  of  competing  products. 
The  Agricultural  Outlook  for  1936  promises  further  increases  in  the 
demand  for  farm  products.   The  increased  activity  indicated  for  building 
construction  is  a  very  favorable  sign.    Livestock  prices  are  expected  to 
remain  high  in  relation  to  grain  prices  at  least  until  new  crops  are  avail- 
able.   Unemployment,  however,  is  still  at  a  high  level  and  the  foreign 
demand  for  agricultural  products  shows  but  little  improvement. 

Farm  Family  Living.  The  cash  income  available  to  farm  families 
will  probably  be  higher  in  1936  than  for  several  years.  No  significant 
changes  in  prices  of  goods  for  family  maintenance  are  anticipated  during 
the  next  six  months. 

Feeds.  The  present  supply  of  feed  grains  is  sufficient  to  provide 
each  grain-consuming  animal  unit  with  about  the  same  amount  as  the 
average  during  the  five-year  period  1928-1932.  Hay  supplies,  in  com- 
parison with  the  amount  of  livestock  on  hand,  are  slightly  above  normal. 
Corn.  With  normal  weather  conditions  in  the  spring  of  1936,  a 
slightly  increased  corn  acreage  may  be  expected.  The  increase  in  hog 
numbers  anticipated  for  1936  will  cause  additional  demand  for  this  crop. 
Oats.  The  1935  oat  crop  was  poor  in  quality,  and  was  3  percent 
smaller  than  the  average  of  the  five-year  period  1928-1932. 

Chinch  Bugs.  Should  the  spring  of  1936  be  dry,  serious  chinch 
bug  damage  may  be  expected  in  a  large  area  in  central,  western,  and 
northwestern  Illinois. 

Barley.  Barley  production  in  the  northern  three  tiers  of  counties 
in  Illinois  may  be  increased  with  comparative  safety  in  1936,  tho  there  is 
still  some  danger  from  chinch  bugs. 

Wheat.  With  average  yields,  wheat  prices  in  1936  are  likely  to  be 
lower  than  those  received  for  the  1935  crop. 

Soybeans.  Illinois  farmers  produced  for  harvest  in  1935  more  soy- 
beans than  had  ever  before  been  produced  in  the  entire  United  States. 
Despite  the  largest  soybean  crop  in  United  States  history,  prices  held 
firm  during  the  fall  months  when  the  crop  was  being  harvested. 

Dairy  Products.  Farm  prices  of  butterfat  are  higher  in  relation  to 
prices  of  feed  grain,  by-product  feeds,  and  hay  than  a  year  ago  and  will 
probably  continue  so  thruout  1936.  No  marked  change  can  be  expected 
in  milk  cow  numbers  during  the  next  two  years. 

Poultry  and  Eggs.  Relatively  favorable  prices  for  poultry  and  eggs 
and  a  distinctly  favorable  egg-feed  ratio  indicate  a  favorable  outlook 
for  producers  of  poultry  and  eggs  for  the  first  half  of  1936. 

Broomcorn.  Prospective  requirements  for  broomcorn  in  the  United 
States  in  1936  indicate  that  the  acreage  should  be  reduced. 

Forage  Seeds.  Total  production  of  forage  crop  seeds  was  about 
normal  in  1935,  altho  the  quality  of  seed  was  below  that  of  1934. 
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Fruits.  Present  acreage  of  tree  fruits  in  Illinois  should  be  main- 
tained. There  is  justification  for  moderate  increase  in  plantings  of 
raspberries  and  strawberries. 

Vegetables.  Producers  of  commercial  vegetables  probably  will  be 
able  to  market  a  larger  volume  of  vegetables  in  1936  than  they  did  in 
1935  without  reducing  prices. 

Hogs.  The  number  of  hogs  available  for  slaughter  in  1936  will  be 
much  lower  than  normal.  Supplies  coming  to  market  during  the  first 
part  of  the  year  will  be  very  short,  but  increased  marketings  are  ex- 
pected in  the  last  half  of  the  year. 

Beef  Cattle.  Illinois  farmers  have  little  reason  to  expect  that  cattle 
feeding  will  be  as  profitable  in  1936  as  it  was  in  1935,  since  the  supplies 
of  fed  cattle  to  be  marketed  will  be  larger  and  feeder  cattle  will  cost  $3 
to  $4  a  hundred  more  than  they  did  a  year  earlier.  On  the  other  hand, 
feed  costs  will  be  materially  lower  than  in  1935. 

Sheep  and  Wool.  Relatively  good  prices  for  lambs  and  wool  are  in 
prospect  during  the  early  part  of  1936.  Sheep  will  be  desirable  property 
in  1936  on  farms  adapted  to  and  equipped  for  their  production. 

Horses  and  Mules.  Continued  increases  in  colt  production,  which 
began  in  1933,  promise  to  terminate  in  1936  the  long  downward  trend  in 
numbers  of  horses  and  mules  on  farms.  The  demand  for  work  stock 
is  expected  to  continue  strong  for  the  next  three  to  five  years. 

Comparison  of  Whole  Milk  and  Butter  Prices  in  the  St.  Louis  Milkshed. 
One  of  the  principal  factors  causing  changes  in  the  price  received  by  producers 
of  whole  milk  in  the  St.  Louis  milkshed  is  the  changes  in  the  price  of  butter. 
Two  reasons  for  this  are:  (1)  Prices  of  about  half  the  milk  are  based  directly 
upon  butter  prices,  -since  this  proportion  of  the  total  volume  of  milk  in  the  milk- 
shed is  sold  as  sweet  cream  or  manufactured  into  butter,  condensed  milk,  or  other 
products;  and  (2)  since  over  a  period  of  time,  changes  in  whole  milk  prices  must 
correspond  closely  with  changes  in  butter  prices  to  avoid  burdensome  surpluses 
or  a  scarcity  of  milk. 

Under  usual  conditions,  producers  will  receive  a  higher  price  in  the  country 
plant  areas  for  milk  used  in  whole  form  than  for  milk  condensed  or  made  into 
butter  since  quality  requirements  for  the  whole  milk  market  necessitate  higher 
^production  costs.  If  the  average  price  for  whole  milk  is  too  high  compared  with 
the  butter  price,  this  condition  will  tend  to  flood  the  market  with  milk;  if  too 
low,  a  scarcity  of  milk  will  result. 

From  1921  to  1929  similar  changes  took  place  in  whole  milk  prices  and 
butter  prices  in  the  St.  Louis  country  plant  area.  During  this  period,  few  quality 
requirements  on  whole  milk  were  enforced.  For  most  of  the  period  from  1930  to 
1935.  whole  milk  prices  have  been  somewhat  higher  than  butter  prices  with 
whole  milk  prices  declining  less  rapidly  from  1930  to  1933  and  increasing  more 
rapidly  from  1933  to  1935.  It  is  probable  that  with  enforcement  of  quality  re- 
quirements for  whole  milk  sold  in  St.  Louis,  the  country  plant  price  in  this  area 
will  continue  to  be  held  at  a  level  sufficiently  higher  than  butter  prices  to  pay 
[for  the  higher  costs  of  meeting  these  requirements. 

Original  data  for  Tables  A  and  B  were  obtained  from  the  following  sources:  (1)  Bureau  of  Agri- 
cultural Economics,  U.  S.  D.  A.  Beginning  with  January,  1936,  cash  income  to  Illinois  farmers  includes  the 
ed  estimates  of  the  Bureau.  (2)  Illinois  Crop  Reporting  Service,  Illinois  State  Department  of  Agricul- 
ure,  and  U.  S.  Department  of  Agriculture,  cooperating;  (3)  Monthly  data  include  an  average  of  current 
nonth  with  eleven  preceding  months;  (4)  Federal  Reserve  Board;  (5)  National  Industrial  Conference 
Board.    For  explanations  of  computations,  see  Number  2,  July,   1935. 
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Table  A.— Indexes  of  Business  Conditions,  Same  Month  1921-1929  =  100 


1929 

1930 

1931 

1932 

1933 

1934 

Nov  .  1934 
Aug.,  1935 
Sept.,  1935 
Oct.,  1935. 
Nov.,  1955 


Whole- 
sale 
prices  of 

Farm 

prices 

all  com- 
modities 
(U.  S.)1 

Illinois2 

United 
States1 

97 

109 

103 

88 

95 

89 

74 

65 

61 

66 

44 

46 

67 

47 

49 

76 

64 

64 

78 

74 

70 

82 

89 

75 

82 

88 

75 

82 

88 

76 

81 

82 

75 

Cash  income  to 
Illinois  farmers 


Millions1     Indexes3 


£548.6 
459.7 
309 . 5 
228.7 
276.7 
306.1 
25.6 

31.6 

30.3 


108 
91 
61 

45 
55 
60 


Prices 
paid  by 
farmers 
for  com- 
modities 
bought 
(U.  S.)1 


Fur- 
chasing 
power  of 
income  to 
Illinois 
farmers 


100 
96 
82 
71 
70 
80 


59 

83 

71 

82 

70 

80 

80 

80 

108 
95 
74 
63 
79 
75 
71 
87 


Factory 
payrolls 
in  the 
United 
States* 

Cost  of 
living 
in  the 
United 
States' 

112 

99 

90 

95 

68 

86 

48 

77 

49 

74 

64 

78 

61 

79 

72 

82 

74 

82 

75 

83 

76 

83 

Pur- 
chasin 
power 
factor 
payrol 

113 
95 
79 
62 
66 
82 
77 
88' 
90 
90 
92 


Table  B. — Prices  and  Price  Indexes  of  Illinois  Farm  Products 


Product 


Corn,  bu 

Oats,  bu 

Wheat,  bu 

Barley,  bu 

Hogs,  cut 

Beef  cattle,  cwl . . 

Lambs,  cwt 

Milk   cows,   head 
Veal  calves,  cut. . 

Sheep,  cwt 

Horses,  head 

Butterfat,  lb 

Milk,  cwt 

Eggs,  doz 

Chickens,  Hi 

Wool,  lb 

Apples,  l)ti 

I  lay,  ton 

Potatoes,  bu 


Prices 


Dec.  average 


1910-14 


1921-29 


$      .52 

.37 

.92 

.63 

6.68 

5.84 

5.68 

54 .  00 

7.22 

4.06 

145.00 


1.87 
.29 
.10 
.19 
.97 
15 
75 


14 


.68 

.40 

1.22 

.62 

8 .  34 

7.88 

11.03 

73.00 

10.06 

5.87 

80.00 

.44 

2.34 

.47 

.19 

.34 

1.66 

13.12 

1.30 


Dec. 
1934 


5       .88 

.51 

.94 

.87 

5.30 

5.20 

6.00 

35.00 

5.30 

2.80 

87.00 

.27 

1.65 

.26 

.11 

.19 

1  .  25 

14.80 

.65 


No\-. 
1935 


$     .  53 

.24 

.92 

.44 

8.80 

7.70 

8.70 

53 .  00 

8.90 

3.70 

108.00 

.29 

1  .  60 

.29 

.16 

.24 

.65 

7.40 

.70 


Dec. 
1935 


Indexes:   same  month 
1921-1929  =  100 


$      .48 

.23 

.93 

.46 

9.00 

7.90 

9.30 

55.00 

9.10 

4.05 

1 1 1 . 00 

.^2 

1.70 

.30 

.16 

.25 

.80 

7.60 

.  75 


Illinois  index  of  farm  prices. 


Dec. 
1934 


129 

128 
77 

140 
64 
66 
54 
48 
53 
48 

109 
59 
70 
56 
61 
55 
75 

113 
50 
81 


No*. . 

1935 


79 
63 
78 
75 

101 
98 
82 
74 
87 
66 

130 
68 
68 
66 
83 
70 
45 
57 
56 
82 


Dec. 
1935 


71 

58 

76. 

74 

108 

100 

841 

75 ; 

90i 

69' 

139' 

72 

75 

63; 

88 
73! 

IS 
58 
58 
82 


-'For  sources  of  data  in  tables  see  pre%-ious  page. 
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Balancing  Supplies  of  Feed  Grains  and  Livestock  Numbers  in  1936.  Any 
marked  expansion  in  acreages  of  feed  grains  during  1936  is  likely  to  result  in 
overthrowing  the  present  good  balance  between  feed  supplies  and  numbers  of 
livestock,  and  to  result  in  lower  grain  prices.  For  the  United  States  as  a  whole 
the  acreages  of  feed  grains  (corn,  oats,  barley,  and  grain  sorghums)  in  1935  were 
4  percent  less  than  the  average  for  the  five-year  period  1928-1932.  Yields,  how- 
-ever,  were  lower  in  1935,  so  that  the  total  production  of  these  grains  on  a  tonnage 
basis  was  10  percent  less  than  in  the  five-year  period. 

Changes   in   numbers   of    grain   consuming   livestock   were    similar,    present 

=  lumbers  representing  10  percent   fewer  animal  units  than  the   average  of  the 

_Deriod   1928-1932.    This  represents  7.3  million  or   12  percent  more  cattle,   15.5 

nillion  or  27  percent  less  hogs,  2.8  million  or  15  percent  less  horses  and  mules, 

ind  about  1.3  million  or  3  percent  more  sheep,  based  upon  estimates  just  released 

)y  the  U.  S.  Department  of  Agriculture. 

Stocks  of  corn  on  farms  on  January  1  amounted  to  1,343  million  bushels, 
vhich  was  65  percent  more  than  that  of  a  year  ago  and  3.5  percent  less  than  the 
iverage  for  1928-1932.  Oats  on  farms  were  more  than  double  the  amount  held  a 
rear  ago  and  12-  percent  above  the  five-year  average.  The  combined  tonnage  of 
orn  and  oats  equalled  the  five-year  average,  hence  at  least  average  carryovers 
nay  be  expected  at  the  time  of  harvest  of  the  1936  crops.  The  carryover  of  grain 
:rops  from  1934,  however,  was  small  because  of  the  severe  drouth  in  that  year. 
\fter  allowing  for  the  shortage  from  the  previous  year  and  for  commercial  uses, 
he  production  of  1935  restored  the  balance  between  feeds  and  livestock. 

During  1936  expansion  is  likely  both  in  crops  and  livestock  numbers.  The 
December  pig  survey  indicated  an  increase  of  31  percent  in  the  fall  pig  crop  of 
935  and  of  24  percent  in  number  of  sows  to  farrow  in  the  spring  of  1936.  Some 
ticrease  in  other  kinds  of  livestock  is  likely  to  occur.  Such  increases  would  pro- 
ide  an  outlet  for  some  additional  feed,  but  expansion  of  feed  production  can 
asily  surpass  that  in  livestock  numbers. 

Corn  makes  up  about  70  percent  of  the  tonnage  of  feed  grains,  and  with 
estrictions  removed,  corn  acreage  is  likely  to  have  most  of  any  expansion  which 
ccurs  this  year.  For  the  five  years  1928-1932  the  corn  acreage  in  the  country 
veraged  102,768,000  acres,  and  with  an  average  yield  of  25.7  bushels  an  acre,  the 
otal  production  was  2,562  million  bushels.  In  1935,  92,727,000  acres  with  a  yield 
f  23.8  bushels  produced  2,203  million  bushels.  If  the  acreage  this  year  should  be 
icreased  to  that  of  the  five-year  period  and  yields  be  average,  the  production 
rould  provide  a  considerable  surplus  above  needs  for  feed,  commercial  uses,  and 
arryover,  and  would  result  in  low  corn  prices  next  fall.  Acreages  of  feed  grains 
qual  to  those  of  1935  would  appear  to  be  ample. 

Prices  of  Hogs  and  Hog  Products  as  Affected  by  the  Removal  of  the 
rocessing  Tax.  Following  the  removal  of  the  hog  processing  tax  there  has 
een  a  readjustment  in  the  relationship  between  prices  of  hogs  and  hog  products, 
tog  prices  rose  somewhat  in  the  face  of  a  marked  increase  in  receipts  and 
aughter,  whereas  the  prices  of  various  hog  products  have   declined.    Super- 
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ficially,  at  least,  the  removal  of  the  tax  appears  to  have  had  more  effect  toward 
reducing  prices  of  hog  products  to  the  consumer  than  toward  increasing  the  price 
of  hogs  received  by  the  farmer.  As  shown  by  Figure  1,  the  value  of  the  products 
per  100  pounds  of  hogs  declined  by  more  than  $1.00  following  the  Supreme 
Court  decision  of  January  6.  Hog  prices,  on  the  other  hand,  rose  about  50  cents 
per  100  pounds.  It  is  probable,  however,  that  had  it  not  been  for  the  removal  of 
the  processing  tax,  hog  prices  would  have  declined  with  increased  hog  marketings 
Hence,  hog  prices  have  benefited  more  than  would  appear  from  a  consideration 
of  the  course  of  prices  alone. 

At  Chicago  the  price  of  hogs  ( 180-200 #  good  to  choice)  rose  from  $9.63 
during  the  week  ending  January  3  to  $9.91  in  the  following  week,  and  to  a  high 
weekly  average  of  $10.80   for  the  week  ending  February   14.    Meanwhile,   the 
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Fig.  1. — Prices  of  Hogs  Compared  with  Wholesale  Value  of  Products  per  100  Lbs. 
of  Hogs,  Chicago,  October  4,  1935  to  February  7,  1936 
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wholesale  value  of  edible  hog  products  (hams,  loins,  bellies,  lard,  etc.)  decline 
from  an  average  of  $11.97  for  the  week  ending  January  3  to  $11.59  the  following 
week  and  was  $11.11  for  the  week  ending  February  7.  The  gross  spread  or  mar- 
gin between  the  value  of  the  hog  products  and  the  price  of  hogs  declined  from 
$2.34  for  the  week  ending  January  3  to  an  average  of  $1.68  in  the  following  week 
and  to  67  cents  for  the  week  ending  February  7.  These  figures  compare  with  the 
processing  tax  of  $2.25  per  cwt. 

The  margin  between  the  cost  of  hogs  (including  the  processing  tax)  and  the 
value  of  the  hog  products  increased  from  9  cents  for  the  week  ending  January  3 
to  $1.68  in  the  following  week  and  then  declined  to  67  cents  for  the  week  ending 
February  7.  This  increase  in  the  margin  after  taking  account  of  the  processing 
tax  should  not  be  attributed  entirely,  if  at  all,  to  the  removal  of  the  processing 
tax,  for  it  is  to  be  borne  in  mind  that  during  the  latter  part  of  December  and 
early  January  the  margin  was  unusually  small. 

Prior  to  the  removal  of  the  tax  a  decline  in  hog  prices  had  been  expected,  lr 
December  the  Bureau  of  Agricultural   Economics  stated  that,  "Although  prices 

may  show  some  further  improvement  or  hold  near  present  levels  during  the  next 
few  weeks,  some  recession  is  not  unlikely  to  occur  during  the  late  winter,  when 
increased  marketings  are  to  be  expected."    A  sharp  increase  in  marketings  oc- 
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curred  during  the  week  following  the  Supreme  Court  decision,  total  receipts  at 
seven  markets  rising  from  195,000  to  402,000.  Slaughter  at  eight  centers  likewise 
increased  from  236,000  to  372,000  and  in  the  following  week  rose  to  419,000. 
These  increases  in  receipts  and  slaughter  were  not  accompanied  by  a  drop  in  price 
as  might  have  been  expected,  had  the  hog  processing  tax  been  retained.  Instead, 
prices  rose  from  an  average  at  Chicago  of  $9.63  for  the  week  ending  January  3 
to  $9.91  the  following  week.  Subsequently,  as  receipts  declined,  prices  rose  above 
the  $10  level. 

The  movements  of  prices  and  of  receipts  of  hogs  during  the  past  month 
have  tended  to  confirm  the  evidence  previously  available  which  indicated  that  the 
direct  burden  of  the  hog  processing  tax  was  not  being  borne  by  the  packers,  but 
rather  was  being  shifted  partly  to  the  consumers  and  partly  to  producers.  Pro- 
ducers were  evidently  bearing  a  major  portion  of  the  direct  effect  of  the  tax. 

By  direct  effect  of  the  tax  is  meant  the  effect  of  the  tax  alone,  not  including 
the  effect  of  the  adjustment  program  as  a  whole,  which  was  designed  to  reduce 
hog  supplies  at  times  when  such  supplies  were  larger  than  seemed  desirable  in 
the  light  of  existing  conditions  of  demand.  In  so  far,  of  course,  as  the  tax 
through  the  AAA  program  tended  to  reduce  supplies  of  hogs  coming  to  market, 
it  also  tended  to  increase  prices  received  by  producers.  Furthermore,  it  should 
also  be  borne  in  mind  that  nearly  all  of  the  amount  collected  by  the  hog  processing 
tax  was  returned  to  corn  and  hog  producers  through  the  rental  and  benefit  pay- 
ments ;  hence,  nothing  which  has  been  said  above  should  be  taken  to  indicate 
that  hog  producers  as  a  whole  were  burdened  through  the  existence  of  the 
processing  tax  and  the  adjustment  program  as  a  whole. 

In  conclusion,  it  seems  clear  that  had  it  not  been  for  the  removal  of  the 
processing  tax  in  the  first  week  of  January,  that  month  would  have  witnessed 
a  rather  sharp  decline  in  the  price  of  hogs,  due  to  increased  marketings.  Probably 
the  actual  amount  marketed  from  week  to  week  was  also  somewhat  affected  by 
the  removal  of  the  tax  and  the  consequent  rise  in  price.  Nevertheless  it  does  not 
appear  that  the  market  price  of  hogs  has  as  yet  received  the  full  benefit  which 
is  to  be  expected  from  the  removal  of  the  tax. 

Illinois  Peach  Prospects.  The  outlook  for  a  peach  crop  in  Illinois  in  1936 
received  a  severe  setback  during  the  recent  period  of  extremely  cold  weather, 
ccording  to  reports  procured  through  contact  with  a  number  of  growers  from 
the  various  producing  regions,  peach  buds  have  been  practically  all  killed  in  the 
entire  area  north  of  Mt.  Vernon.  This  includes  the  whole  of  the  important  Cen- 
tralia  district  or  the  northern  peach  region.  It  comprises  Marion,  Jefferson, 
Washington,  Clay  and  a  few  adjoining  counties.    In  a  normal  crop  year  this  area 

«roduces  about  40  percent  of  the  Illinois  peach  crop;  in  1935  it  produced  about 
0  percent.  In  the  southern  peach  area,  centering  in  Union  County,  and  extend- 
ng  into  Johnson,  Massac  and  a  few  adjacent  counties,  the  killing  of  the  buds  has 
pparently  not  been  so  complete.  In  Johnson  County,  particularly,  there  are  still 
)lenty  of  live  buds  for  a  crop  in  the  orchards  on  high  ground,  but  in  low-lying 
)rchards  nearly  all  the  buds  are  killed.  It  seems  probable  that  similar  conditions 
obtain  in  Union  County,  though  reports  are  less  complete.  In  the  vicinity  of 
Metropolis,  in  Massac  County,  the  Elberta  variety  shows  a  few  live  buds  on  high 
ground  only,  while  the  Red  Bird  variety  seems  to  have  plenty  of  live  buds  for  a 
rop,  tho  its  acreage  is  extremely  small. 

Original   data   for   Tables  A  and   B  were   obtained   from   the   following  sources:     (1)    Bureau   of   Agri- 

u  [i    ultural  Economics,  U.  S.  D.  A.    Beginning  with  January,   1936,  cash  income  to  Illinois   farmers  includes  the 

l.pvised  estimates  of  the  Bureau.     (2)   Illinois  Crop  Reporting  Service,  Illinois  State   Department  of  Agricul- 

i  Y.  f  ire,  and  U.   S.   Department   of  Agriculture,   cooperating;    (3)    Monthly  data   include   an   average   of  current 

lonth    with    eleven    preceding    months;    (4)    Federal    Reserve    Board;    (S)    National    Industrial    Conference 

oard.    For  explanations  of  computations,  see   Number  2,  July,   1935. 
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Table  A. — Indexes  of  Business  Conditions,  Same  Month  1921-1929  =  100 


1929 

1930 

1931 

1932 

1933 

1934 

Dec, 1934. 
Sept.,  1935 
Oct.,  1935. 
Nov.,  1935 
Dec,  1935 


Whole- 
sale 
prices  of 
all  com- 
modities 
(U.  S.)» 


97 
88 
74 
66 
67 
76 
78 
82 
82 
82 
83 


Farm  prices 


Illinois' 


109 
95 
65 
44 
47 
64 
81 


82 
82 


United 
States' 


103 
89 
61 
46 
49 
64 
70 
75 
76 
75 
76 


Cash  income  to 
Illinois  farmers 


Millions1 


3548.6 

459.7 

309.5 

228.7 

276.7 

306.1 

26.5 

30.3 

33.5 


Indexes' 


108 
91 
61 
45 
55 
60 
60 
70 
70 


Prices 
paid  by 
farmers 
for  com- 
modities 
bought 
(U.  S.)' 


100 
96 
82 
71 
70 
80 
83 
80 
80 
80 
80 


Pur- 
chasing 
power  of 
income  to 
Illinois 
farmers 


108 
95 

74 
63 
79 

75 
72 


Factory 
payrolls 
in  the 
United 
States* 

Cost  of 
living 
in  the 
United 
States' 

112 

99 

90 

95 

68 

86 

48 

77 

49 

74 

64 

78 

64 

79 

74 

82 

75 

83 

76 

83 

78 

83 

Pur- 
chasing 
power  of 
factory 
payrolls 

113 
95 
79 
62 
66 
82 
81 
90 
90 
92 
94 


Table  B. — Prices  and  Price  Indexes  of  Illinois  Farm  Products 


Product 


Prices 


Jan.  average 


1910-14 


1921-29 


Jan. 
1935 


Dec. 
1935 


Jan. 
1936 


Indexes:    same  month 
1921-1929  =  100 


Jan. 
1935 


Dec. 
1935 


Jan. 
1936 


Corn,  bu 

Oats,  bu 

Wheat,  bu 

Barley,  bu 

Hogs,  cwt 

Beef  cattle,  cwt. 
Lambs,  cwt. .  .  . 
Milk  cows,   head 
Veal  calves,  cwt 
Sheep,  cwt. ... 
Horses,  head .  . 
Butterfat,  lb... 

Milk,  cwt 

Eggs,  doz 

Chickens,  lb. . . 

Wool,  lb 

Apples,  bu. ... 

Hay,  ton 

Potatoes,  bu 


$     .52 

.37 

.94 

.62 

7.18 

5.46 

5.88 

53.00 

7.10 

4.20 

150.00 

L84 
.28 
.10 
.21 

1.17 

13.58 

.75 


5     .67 

.42 

1.32 

.64 

8.66 

7.45 

11.17 

70.00 

10.37 

6.07 

83.00 

.44 

2.38 

.39 

.20 

.32 

1.78 

14.47 

1.30 


5     .86 

.53 

.93 

.84 

7.25 

6.36 

7.67 

37.22 

6.87 

3.13 

94.00 

.29 

1.65 

.25 

.12 

.21 

1.44 

15.17 

.68 


$     .48 

.23 

.93 

.46 

9.00 

7.90 

9.30 

55.00 

9.10 

4.05 

111.00 

.32 

1.75 

.30 

.16 

.25 

.80 

7.60 

.75 


$     .49 

.24 

.97 

.51 

9.30 

8.20 

9.20 

54.00 

9.30 

3.85 

113.00 

.32 

1.75 

.22 

.17 

.27 

.90 

7.60 

.75 


128 

126 
70 

131 
84 
85 
69 
53 
56 
52 

113 
68 
69 
64 
60 
66 
81 

105 
52 


Illinois  index  of  farm  prices. 


71 
58 
76 
74 
108 
100 
84 
75 
90 
69 
139 
72 
75 
63 
88 
73 
48 
58 
58 
82 


73 
57 
74 
80 
107 
110 
82 
77 
90 
63 
136 
73 
74 
57 
85 
85 
51 
52 
58 
84 


'-•For  sources  of  data  in  tables  see  previous  page. 
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Numbers  of  Livestock  on  Farms.  As  production  shifts,  numbers  of  the 
different  kinds  of  livestock  on  farms  in  the  United  States  change  from  year  to 
year  in  swings  or  "cycles".  These  production  cycles  arise  from  efforts  of  large 
numbers  of  farmers  to  increase  their  production  of  one  kind  of  livestock  in  re- 
ponse  to  more  favorable  livestock  prices  or  more  plentiful  feed  supplies  and 
ater  to  reduce  production  when  livestock  prices  have  fallen  below  levels  generally 
considered  profitable,  or  when  feed  has  become  scarce  and  higher  priced.  Such 
changes  in  production  plans  are  usually  based  upon  the  prices  which  prevail  at 
reeding  time  rather  than  upon  those  likely  to  prevail  when  the  changed  produc- 
tion finally  comes  on  the  market.  Because  considerable  time  elapses  before  the 
:hanges  in  production  are  reflected  in  market  receipts,  the  amount  of  change  is 
usually  greater  than  needed  to  effect  a  balance.  Consequently  the  swing  is  carried 
:oo  far  and  livestock  numbers  are  out  of  adjustment  on  the  other  side  before  the 
latural  check  of  changing  prices  again  reverses  the  movement. 

These  cyclical  movements  in  livestock  production  are  quite  regular,  but  the 
ength  of  the  cycles  is  different  for  the  different  kinds  of  livestock.  The  length 
)f  cycle  is  largely  dependent  upon  the  length  of  time  ordinarily  required  for  large 
lumbers  of  producers  to  work  out  changes  in  production  plans  and  to  bring  the 
>roducts  to  the  marketing  stage. 

Some  producers  do  not  contribute  to  these  excessive  swings  of  production 
>ecause  they  keep  posted  on  the  trends  in  livestock  numbers  and  so  are  able  to 
tnticipate  periods  of  over-  and  under-production.  They  are  able  to  time  their 
>roduction  and  marketing  to  advantage. 

In  addition  to  the  usual  cyclical  influences  the  numbers  of  some  kinds  of  live- 
tock  have  changed  greatly  in  recent  years  because  of  the  drouth  and  of  the  direct 
nd  indirect  effects  of  the  AAA  program.   The  estimated  numbers  of  livestock  as 

Table  1. — Estimated  Numbers  of  Livestock  on  Farms  of  the  United  States, 
January  1,  1925-1936  (000  Omitted)1 


All  cattle 


Cows  and 
heifers2 


63  373 

60  576 
58  178 

57  322 

58  877 

61  003 
63  030 
65  770 
70  214 
74  262 
68  529 
68  213 


22  575 
22  432 
22  286 
22  287 

22  508 

23  106 

23  885 

24  982 

26  030 

27  059 
26  236 

25  622 


Hogs 


55  770 
52  105 
55  496 

61  873 
59  042 
55  705 
54  835 
59  301 

62  127 
58  621 
39  004 
42  541 


Sheep 


38  543 
40  363 
42  415 
45  258 
48  381 

51  565 
53  233 
53  974 
53  075 
53  713 

52  251 
51   690 


Horses 


16  651 
16  083 
15  388 
14  792 
14  234 
13  742 
13  195 
12  664 
12  291 
12  052 
11  861 
11  637 


Mules 


918 
903 
804 
656 
510 
382 
273 
148 
046 
945 
822 
685 


'From  Crops  and  Markets,   Feb.   1936,  U.S.I). A.    !Two  years  old  and  over,  kept   for  milk  cows.    These 
included  in   all  cattle. 
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of  January  1  beginning  with  1925  are  reproduced  from  data  recently  published  by 
the  Bureau  of  Agricultural  Economics  to  show  these  cycles  and  to  make  more 
generally  available  the  revisions  recently  made  in  estimated  numbers  from  1930 
to  date.    (  Table  H 

.Major  cycles  in  numbers  of  hogs  occur  at  intervals  of  about  4  to  7  years 
from  "peak"  numbers  until,  following  liquidation,  numbers  have  again  increased 
to  a  "peak",  dims  from  a  peak-  of  69.3  millions  in  1923,  hog  numbers  declined  to 
52.1  millions  in  1926,  rose  to  61.8  millions  in  1928,  declined  again  to  54.8  million! 
in  1931,  and  again  rose  to  62.1  millions  in  1933.  The  next  decline  was  greatly 
accelerated  by  the  drouth  and  AAA  program,  with  a  reduction  to  39.0  millions  in 


Fig.  1. — Indexes  of  the  Purchasing  Power  of  Prices  of 

Heavy  Hogs  at  Chicago1  and  of  Beef  Cattle 

and  Dairy  Cattle,  United  States' 


'Chart  adapted   from  Cornell   University    farm   Economics,    March, 

1935.     'Based   upon    data    from    Bureau    of   Agricultural 

Economics,   U.S.D.A. 


1935.  This  was  the  smallest  number  recorded  for  about  55  years.  Hog  numbers 
are  again  increasing  and  may  be  expected  to  increase  for  somewhat  more  than  the 
usual  period  or  until  declining  prices  check  the  expansion. 

Cattle  cycles  usually  run  from  14  to  16  years,  the  longer  period  than  with 
hogs  reflecting  the-  slower  rate  of  increase  and  of  liquidation.  Cattle  numbers 
were  at  a  peak  in  1920,  when  70.4  millions  were  on  hand.  The  subsequent  de- 
cline lasted  until  1928,  when  numbers  had  declined  to  57.3  millions;  from  this 
point  they  rose  to  74.2  millions,  the  highest  number  on  record,  in  1934.  The  drop 
in  numbers  was  abrupt  in  1934,  and  lias  declined  slowly  since,  altho  cattle  num- 
bers are  much  above  the  previous  low  point.  In  general,  numbers  ot  dairy  coWJ 
and  heifers  follow  the  cycles  of  all  cattle.  Discarded  dairy  cows  and  calves  make 
up  a   part  of  the  total   beef   supply.    Numbers  of  milk  cows  are  influenced  by 
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prices  of  dairy  products  as  well  as  by  cattle  prices,  but  since  the  final  disposition 
of  all  groups  of  cattle  is  the  block,  the  cycles  generally  agree. 

Numbers  of  sheep  usually  run  in  cycles  of  8  to  10  years,  altho  the  most 
recent  upward  swing  began  in  1923  and  lasted  until  1932,  with  a  gradual  liquida- 
tion since  that  time. 

Cycles  in  horse  and  mule  production,  which  previously  ran  from  25  to  30 
years,  have  been  affected  since  the  war  by  the  increase  in  motorized  equipment. 
Numbers  of  horses  have  declined  steadily  since  the  peak  in  1918  and  mules  since 
1925.  Altho  there  is  evidence  of  recent  increased  breeding,  the  rate  of  increase 
is  not  large  enough  to  maintain  present  numbers. 

Relationship  of  Numbers  to  Prices.  While  livestock  prices  are  affected  by 
the  long-time  price  level,  by  seasonal  fluctuations  arising  from  uneven  marketing, 
and  by  changes  in  demand,  the  cycles  of  production  discussed  above  tend  to  give 
rise  to  price  cycles  of  similar  length,  but  of  reverse  direction.  Thus  the  liquidation 
which  follows  the  accumulation  of  large  numbers  of  one  kind  of  livestock  is  ac- 
companied by  relatively  low  prices  and  the  periods  of  small  market  receipts  by 
relatively  high  prices,  if  there  are  no  counterbalancing  changes  in  the  general  level 
of  prices  or  in  demand.  Cycles  may  be  used  to  gain  an  idea  of  the  direction  that 
production  and  prices  are  likely  to  take  over  the  next  few  years. 

A  peak  in  the  price  of  hogs  was  reached  in  1935  as  a  result  of  the  extreme 
reduction  in  the  supply  of  hogs  marketed  and  the  increased  demand  (Fig.  1).  In 
February,  1936,  the  index  of  farm  prices  of  hogs  in  Illinois  was  110,  while  that 
of  all  Illinois  farm  prices  was  86.  In  the  fall  of  1936  hog  prices  may  be  expected 
to  be  lower  in  relation  to  the  general  index  of  farm  prices  because  of  increasing 
numbers  coming  to  market. 

The  bottom  of  the  recent  price  cycle  of  beef  and  dairy  cattle  was  reached  in 
1934.  Prices  are  now  definitely  upward,  while  numbers  are  downward.  It  is 
probable  that  the  prices  of  beef  and  dairy  cattle  will  be  upward  during  the  next 
few  vears  while  cattle  are  being  held  back  to  rebuild  herds.  During  this  period 
the  short-time  fluctuations  arising  from  other  causes  may  be  expected  to  continue. 
Present  prices  of  both  beef  cattle  and  hogs  are  high  compared  with  prices  of 
grains  or  of  products  such  as  milk,  butter,  and  eggs.  Prices  of  different  kinds  of 
meat  animals  are  held  somewhat  together  since  consumers  shift  rather  easily  from 
higher  priced  to  lower  priced  meats. 

During  the  past  three  years  prices  of  horses  have  risen  rapidly  and  in  Janu- 
arv,  1936,  the  purchasing  power  of  horses  was  nearly  50  percent  higher  than  three 
rears  ago.  Rising  prices  will  likely  continue  for  several  years  because  of  greatly 
Educed  numbers. 

Numbers  of  Livestock  on  Illinois  Farms.    All  cattle  on  Illinois  farms  on 

anuary  1,  1936  showed  an  increase  of  4  percent  above  1934  numbers,  and  cows 

ind  heifers   a  reduction  of   3   percent.    Sheep  and   lambs  have   increased   quite 

Isteadily  since  1925.   Only  a  slight  temporary  liquidation  of  cattle  occurred  in  1934 

and  sheen  numbers  increased,  because  of  the  relatively  better  feed  situation  in 

Illinois  than  in  many  other  states.    Cattle  and  sheep  numbers  are  therefore  high. 

og  numbers,  however,  have  followed  the  national  trend  closely.    Numbers  of 

orses  and  mules  have  declined  rapidly.    Numbers  on  Illinois  farms  Januarv  1 , 

936  were:   cattle,  2,788,000;  cows  and  heifers,  1,169,000;  hogs,  3,931,000:  sheep, 

>21.000;  horses,  739,000;  and  mules,  110,000. 

Original  data  for  Tables  A  and  B  were  obtained  from  the  following  sources:  (1)  Bureau  of  Agri- 
cultural Economics,  U.S. P. A.  Beginning  with  January,  1936,  cash  income  to  Illinois  farmers  includes  the 
Revised  estimates  of  the  Bureau.  (2)  Illinois  Crop  Reporting  Service,  Illinois  State  Pepartment  of  Agricul- 
ure,  and  U.  S.  Pepartment  of  Agriculture,  cooperating;  (3)  Monthly  data  include  an  average  of  current 
lonth  with  eleven  preceding  months;  (4)  Federal  Reserve  Board;  (5)  National  Industrial  Conference 
ioard.     For  explanations   of  computations,  see   Number  2,   July,   1935. 
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Table  A. — Indexes  of  Business  Conditions,  Same  Month  1921-1929  =  100 


Whole- 
sale 
prices  of 
all  com- 
modities 
(U.  S.)> 

Farm  prices 

Cash  income  to 
Illinois  farmers 

Prices 
paid  by 
farmers 
for  com- 
modities 
bought 
(U.  S.)> 

Pur- 
chasing 
power  of 
income  to 
Illinois 
farmers 

Factory 
payrolls 
in  the 
United 
States* 

Cost  of 
living 
in  the 
United 
States5 

Pur- 

Illinois* 

United 
States3 

Millions1 

Indexes' 

factory 
payrolls 

1929 

1 930 

1931 

1932 

1933 

1 934 

Jan.,  1935.... 
Oct.,  1935.... 
Nov.,  1935... 
Dec, 1935. . . 
Jan..  1936.... 

97 
88 

74 
66 
67 
76 
79 
82 
82 
83 
80 

109 
95 
65 

44 
47 
64 
88 
88 
82 
82 
84 

103 
89 

61 
46 
49 
64 
74 
76 
75 
76 
76 

£548.6 

459.7 

309 . 5 

228.7 

276.7 

306.1 

32.5 

33.5 

30.6 

29.3 

33.1 

108 
91 
61 
45 
55 
60 
63 
70 
71 
72 
72 

100 
96 
82 
71 
70 
80 
83 
80 
80 
80 
80 

108 
95 
74 
63 
79 
75 
76 
88 
89 
90 
90 

112 
90 
68 
48 
49 
64 
69 
75 
76 
78 
78 

99 

95 
86 

77 
74 
78 
80 
83 
83 
83 
83 

113 
95 
79 
62 
66 
82 
86 
90 
92 
94 
94 

Table  B.-  -Prices  and  Price  Indexes  of  Illinois  Farm  Products 


Product 


Prices 


Feb.  average 


1910-14 


1921-29 


Feb. 
1935 


Jan. 
1936 


Feb. 
1936 


Indexes:   same 
1921-1929  ■ 


month 
>  100 


Feb. 
1935 


Jan. 
1936 


Feb. 
_L?J6_ 

74 
60 
71 
83 
110 
108 
80 
78 
95 
62 
125 
81 
74 
80 
87 
84 
56 
54 
64 
86 


Corn,  bu 

Oats,  bu 

Wheat,  bu 

Barley,  bu 

Hogs,  cwt 

Beef  cattle,  cwt 
Lambs,  cwt. .  .  . 
Milk  cows,  head 
Veal  calves,  cwt 
Sheep,  cwt. .... 
Horses,  head  .  .  . 
Butterfat,  lb..  . 

Milk,  cwt 

Eggs,  doz 

Chickens,  lb..  . 

Wool,  lb 

Apples,  bu. .  .  . 

I  lay,  ton 

Potatoes,  bu.. . 


$     .53 

.38 

.95 

.64 

7.32 

5.68 

6.00 

54.00 

7.18 

4.40 

155.00 

L77 

.24 
.11 
.21 
1.19 
13.75 
.76 


5     .69 

.42 

1.34 

.65 

9.08 

7.33 

11.24 

71.00 

10.73 

6.26 

87.00 

.42 

2.31 

.31 

.21 

.32 

1.86 

14.32 

1.32 


5     .82 

.53 

.89 

.81 

7.54 

7.44 

7.43 

41.66 

7.37 

3.68 

98.00 

.35 

1.65 

.25 

.14 

.19 

1.45 

14.42 

.72 


$     .49 

.24 

.97 

.51 

9.30 

8.20 

9.20 

54.00 

9.30 

3.85 

113.00 

.32 

1.75 

.22 

.17 

.27 

.90 

7.60 

.75 


$     .51 

.25 

.95 

.54 

10.00 

7.90 

9.00 

55.00 

10.20 

3.90 

109.00 

.34 

1.70 

.25 

.18 

.27 

1.05 

7.80 

.85 


Illinois  index  of  farm  prices. 


119 

126 
66 

125 
83 

102 
66 
59 
69 
59 

113 
84 
71 
82 
66 
59 
78 

100 
54 
91 


73 
57 
74 
80 
107 
110 
82 
77 
90 
63 
136 
73 
74 
57 
85 
85 
51 
52 
58 
84 


-'For  sources  of  data  in  tables  see  previous  page. 
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American  Institute  of  Cooperation.  The  Twelfth  Annual  Session  of  the 
American  Institute  of  Cooperation  will  be  held  June  15-19  at  the  University  of 
Illinois,  at  Urbana,  Illinois.  In  connection  with  the  Institute  four  special  courses 
for  graduate  students  will  be  offered  for  a  period  of  four  weeks.  The  courses 
offered  will  be  in  cooperative  marketing,  dairy  marketing,  livestock  marketing, 
and  fruit  and  vegetable  marketing.  These  courses  will  be  in  charge  of  the  local 
staff  supplemented  by  guest  speakers.  The  morning  sessions  of  the  Institute  will 
be  devoted  to  problems  and  issues  in  which  all  cooperatives  are  interested.  Fol- 
lowing the  general  forenoon  meeting  the  afternoons  will  be  given  over  to  inten- 
sive sectional  discussion  for  the  various  commodity  interest  groups.   The  principal 


CASH  EXPENSES 

AND   SAVINGS 

$ 

1935 
0               100             200 

$ 

1< 
0               1< 

J34 

F>0              200 

PURCHASED  FOOD 

SAVINGS 

CLOTHING 

AUTOMOBILE 

OPERATING 

EDUCATION 

227 
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130 
94 

193 

215 
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103 
113 
71 

HEALTH 

75 

56 

HOME  FURNISHINGS 

71 

57 

m 

CHURCH  &  GIFTS 

66 

51 

■■ 

CASH  HOUSING 

38 

51 

m 

RECREATION 

35 

26 

■ 

PERSONAL 

33 

26 

■ 

Fig.  1. — Cash  Expenses  and  Savings  for  50  Identical  Farm  Families,  1934  and  1935 

sessions  will  be  devoted  to  livestock,  dairying,  grain,  fruits  and  vegetables,  eggs 
d  poultry,  credit,  and  cooperative  purchasing.  Special  conferences  during  the 
eek  will  be  arranged  for  vocational  agricultural  teachers,  county  agents,  local 
fficials  of  credit  organizations,  and  others. 

More  Money  Spent  by  Farm  Families  in  1935.  An  increase  of  nearly  15 
ercent  in  cash  available  for  family  spending  and  saving  in  1935  over  1934  is 
own  by  50  home  account  records  kept  by  identical  Illinois  farm  families  for 
th  years.  Since  these  families  have  been  studying  money  management  and 
eeping  accounts  for  six  or  more  years,  they  are  likely  a  more  select  group  and 
nay  show  a  greater  increase  in  income  than  the  whole  group  of  families  keeping 
ome  accounts.  This  can  be  checked  when  all  the  1935  home  account  records 
ave  been  summarized. 

The  average  amount  of  cash  available  for  spending  and  saving  was  $1257  in 
935  and  $1099  in  1934.  This  cash  was  supplemented  by  $630  worth  of  com- 
dities  and  services  furnished  by  the  farm  in  1935  and  $563  in  1934.  These 
gures  are  expressed  in  dollars,  since  the  purchasing  power  of  the  dollar  for  all 
ommodities  used  for  family  maintenance  changed  only  from  an  index  of   122 
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in  1934  to  124  in  1935.    Food  costs  increased  about  9  percent,  while  clothing  and 
building  materials  for  the  house  dropped  approximately  an  equal  amount. 

How  widely  the  larger  income  available  for  family  spending  in  1935  was 
distributed  is  apparent  on  the  chart.  (Fig.  1).  In  individual  cases  considerable 
amounts  were  used  to  purchase  new  cars  and  furnishings  for  the  home  such  as* 
electric  refrigerators,  radios  and  stoves.  RuTR  Crawford  Freeman 

Farm  Earnings  Improved  Slightly  in  1935.  A  preliminary  survey  of  farm 
records  indicates  that  earnings  on  Illinois  farms  were  slightly  higher  in  1935 
than  in  1934,  although  much  variation  was  evident  in  different  parts  of  the 
state.  Combined  yields  of  corn,  oats,  wheat,  soybeans  and  hay  for  the  state  in 
1935  were  about  4  percent  above  the  average  for  the  period  1924-33.  Of  these 
crops,  corn,  soybean  and  hay  yields  were  above  average,  while  wheat  and  oat 
yields  were  below  average. 

Yields  varied  widely  in  different  areas.  They  were  much  above  average  for 
a  group  of  counties  in  the  northeastern  part  of  the  state  and  for  another  area 
east  of  St.  Louis.  They  were  much  below  average  for  one  group  of  counties  in 
southeastern  Illinois  and  for  another  group  along  the  Illinois  River  in  the  west- 
central  part  of  the  state.  Areas  that  had  good  crop  yields  in  1934  followed  by 
low  yields  in  1935  had  large  inventory  losses  in  the  grain  account,  since  there 
were  fewer  bushels  of  grain  on  hand  and  the  price  per  bushel  was  less  at  the' 
end  of  the  year  than  at  the  beginning.  Records  have  not  yet  been  analyzed  for 
the  northern  and  western  parts  of  the  state,  which  include  the  beef  cattle  and  hog 
area.  Because  livestock  prices  advanced  during  1935  it  is  expected  that  this 
area  will  show  a  greater  increase  in  earnings  than  other  parts  of  the  state. 

An  analysis  of  farm  records  from  Randolph,  St.  Clair,  Madison,  Clinton 
Bond,  Montgomery,  Effingham,  Jersey,  Greene,  Shelby,  Sangamon,  Morgan. 
Adams,  McDonough,  Ford,  Iroquois,  and  DeKalb  counties  indicates  that  cash 
farm  incomes  were  higher  in  1935  than  in  1934  but  that  cash  expenditures  in- 
creased even  more  rapidly  (Table  1).  The  cash  farm  income  for  the  counties 
named  was  $4227  per  farm  in  1935  compared  with  $3799  in  1934,  an  increase  oil 
11  percent.  The  average  cash  expenditure  per  farm  in  1935  was  $2559  as  con- 
trasted with  $1987  in  1934,  or  an  increase  of  29  percent.    The  increase  in  cash 


Table 


1. — Comparison   of   Cash    Income   and   Cash    Expenses   on   Accounting   Farms 
from  Selected  Areas  in  Illinois,  1934  and  1935 


Cash  income  per  farm 


1935 


1934 


Cash  expense  per  farm 


1935 


1934 


I lorses 

Cattle 

Hogs 

Sheep 

Poultry  and  eggs. 

I  )airy  sales 

Peed  and  grains.  . 

Machinery 

Improvements.  .  . 

Labor 

Miscellaneous.  .  .  . 
Livestock  expense 
Crop  expense.  .  .  . 

Taxes 

Total 


5   82 

797 

1  069 

90 

319 

451 

1  177 

163 

3 

72 

-> 


£4  227 


!   62 

658 

872 

67 

235 

434 

1  280 

101 

4 

83 

3 


$3   799 


73 

376 

78 

36 

25 

507 
630 
180 
223 
28 
36 
169 
198 


$2   559 


52 
226 
39 
22 
20 

489 
409 
127 
172 
27 
37 
152 
215 


SI  987 
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incomes  came  entirely  from  the  sale  of  livestock  and  livestock  products.  Sales  of 
livestock  amounted  to  $2808  per  farm  in  1935  as  contrasted  with  $2328  in  1934, 
or  an  increase  of  21  percent.  Because  of  the  rapid  decline  in  the  price  of  grain 
during  1935,  cash  incomes  from  grain  were  less  than  in  1934. 

How  farmers  spent  their  money  in  1935  indicates  clearly  the  influence  of 
increased  farm  earnings  on  general  business  activity.  Record-keeping  farmers  in 
the  counties  named  spent  an  average  of  $409  per  farm  for  machinery,  gas,  oil 
and  repairs  in  1934  and  $630  in  1935,  an  increase  of  54  percent.  The  average 
expenditure  in  1934  for  farm  improvements  was  $127  per  farm  but  increased 
to  $180  in  1935,  an  increase  of  42  percent.  Farmers  also  spent  29  percent  more 
for  hired  labor  in  1935.  Livestock  expenditures  also  increased  64  percent,  the 
major  portion  of  which  was  for  the  purchase  of  feeder  cattle.  The  only  item  for 
which  expenditures  in  1935  were  lower  than  in  1934  was  taxes,  which  were  only 
92  percent  as  high. 

After  deducting  farm  business  expenditures  from  income,  there  was  a  cash 
balance  of  $1668  per  farm  in  1935  as  compared  with  $1812  in  1934.  The  smaller 
cash  balance  in  1935  was  offset,  however,  by  larger  inventories  at  the  end  of  the 
year.  Cash  expenditures  in  most  areas  in  1935  were  large  enough  that  for  the 
first  time  in  many  years  value  of  machinery  and  improvement  inventories  at  the 
end  of  the  year  showed  an  increase  over  the  beginning  of  the  year.  The  increase 
in  inventory  values  of  livestock  in  1935  was  sufficient  to  show  slightly  higher  net 
farm  incomes  in  1935  than  in  1934  for  the  counties  included. 

P.  E.  Johnston 

Total  Agricultural  Production  in  Illinois  Will  Be  Changed  by  the  New 

!Soil  Conservation  Program.  The  new  soil  conservation  program  places  a 
premium  on  the  reduction  of  grain  and  other  soil  depleting  crops  and  encourages 
the  growing  of  soil  conserving  and  soil  building  crops.  This  change  in  the 
cropping  system  raises  a  question  in  regard  to  the  effect  the  program  will  have 
on  the  production  of  agricultural  products.  This  concerns  the  effect  not  only  on 
crop  production,  but  especially  on  production  of  livestock  and  livestock  products. 
The  need  of  improving  the  use  of  Illinois  land  is  apparent.  The  effects  of 
introducing  improved  cropping  systems  and  a  better  long-time  use  of  land  have 
been  studied  recently  by  the  Illinois  Agricultural  Experiment  Station  in  coopera- 
tion with  the  U.  S.  Department  of  Agriculture.  A  careful  analysis  was  made, 
based  upon  the  research  work  of  the  Experiment  Station  in  soils,  cropping 
systems  and  livestock  feeding,  upon  farm  records  secured  thruout  the  state,  and 
upon  Census  and  other  data,  in  order  to  ascertain  desirable  changes  in  land  use 
and  the  probable  effects  of  these  changes  on  total  production.  The  average  yields 
of  important  crops  have  barely  been  maintained  or  have  declined  somewhat  in 
spite  of  improvement  in  cultural  practices,  improved  varieties  of  crops,  and 
increased  knowledge  of  production.  This  statement  is  more  significant  since 
some  of  the  least  desirable  crop  land  has  already  been  removed  from  production 
ind  additional  land  of  high  productivity  has  been  added  thru  drainage. 

Recently  emphasis  has  been  placed  upon  the  need  of  shifting  some  land 
which  has  been  used  either  for  pasture  or  for  cropping  over  to  the  growing  of 
imber  or  for  recreational  use.  In  addition,  there  are  small  tracts  of  many  farms 
.hat  can  best  be  protected  from  serious  erosion,  by  using  them  for  woodland 
mrposes,  and  the  net  income  from  such  land  will  probably  be  increased.  Other 
and  now  cultivated  is  better  adapted  to  permanent  pasture  than  to  crop  purposes. 
The  new  soil  conservation  program  which  has  been  introduced  to  replace  the 
\AA  will  encourage  making  these  adjustments.    In  addition,  the  new  program 
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will  encourage  the  growing  of  legume  crops  and  soil  conserving  crops  as  a  means 
of  building  up  the  fertility  of  the  soil,  or  of  at  least  maintaining  its  productivity. 
The  general  tendency,  therefore,  is  to  increase  materially  the  production  of 
roughage  crops  and  pasture  and  to  curtail  the  production  of  grain  crops.  The  final 
effect  of  these  adjustments  on  total  agricultural  production  will  have  to  be  inter- 
preted in  the  light  of  farm  practice. 

Some  fears  have  been  expressed  that  the  new  program  will  tend  to  increase 
livestock  production  and  thus  affect  unfavorably  the  market  for  livestock  and 
livestock  products.  In  general,  it  is  believed  that  the  program  will  tend  to  reduce 
hog  production  but  that  it  will  encourage  the  production  of  cattle  and  sheep.  ( )n 
most  farms  where  large  numbers  of  hogs  are  produced,  the  number  of  hogs  is 
influenced  by  the  amount  of  grain  produced;  consequently,  a  decrease  in  grain 
production  will  tend  to  decrease  hog  production.  On  the  other  hand,  the  increase 
in  hay  and  pasture  will  tend  to  increase  those  kinds  of  livestock  which  use  hay 
and  pasture  to  advantage.  In  the  final  analysis  the  shift  in  production  to  less 
grain  and  more  roughage  crops  should  result  in  less  total  production  of  meat, 
since  an  acre  of  corn  will  produce  more  pounds  of  meat  as  pork  than  an  acre  of 
legume  or  grass  pasture  or  hay  will  produce  in  pounds  of  beef  or  mutton. 

The  answer  to  the  dairy  situation  does  not  appear  quite  as  clear.  In  general, 
an  increase  in  a  forage  crop,  especially  a  good  legume  crop,  will  tend  to  reduce 
the  use  of  grain  but  encourage  the  use  of  more  roughage.  This  will  tend  to  re 
duce  the  cost  of  producing  dairy  products,  even  tho  the  production  per  cow  may. 
not  be  quite  as  high.  During  the  depression  years,  many  farmers  who  had  not 
regularly  produced  milk  for  sale  turned  to  dairying  as  a  source  of  cash  income; 
as  a  result  many  grade  herds  unsuited  to  dairy  production  have  been  milked 
during  the  depression  years.  With  a  better  balanced  production  of  agricultural 
products,  there  will  be  a  tendency  for  many  of  these  men  to  shift  from  dairying 
back  to  the  production  of  calves  for  beef  purposes.  With  relatively  less  favorable 
prices  for  dairy  products  than  for  livestock  prices  at  the  present  time,  it  is 
believed  that  the  new  program  will  not  encourage  material  increase  in  dairy  pro- 
duction. When  production  is  once  stabilized  with  the  new  agricultural  program 
brought  into  action,  it  is  belived  that  there  may  be  an  actual  net  decrease  in  total 
production  of  meat  and  no  material  change  in  the  present  production  of  dairy  I 
products,  compared  with  that  in  the  period  immediately  preceding  the  AAA  I 
program.  j   E   WlLLS  and  H    c   M<  Case 

Land  Tenure  in  Illinois.   Of  each  1000  farm  operators  in  Illinois  in  1935,  | 
445  were  tenants,  8  managers,  172  part  owners,  and  375  full  owners  (Table  2). 

Of  each  1000  acres  of  farm  land,  tenants  operated  491,  managers  15,  part 
owners  211,  and  full  owners  283.  Of  the  211  operated  by  part  owners,  it  is  esti- 
mated that  about  101  acres  were  rented  land,  and  110  acres  owned,  so  that  for 
the  state  a  total  of  about  592  acres  per  1000  were  rented  and  393  acres  were 
operated  by  owners. 

Of   each    1000   acres   of   harvested    crop   land,    tenants   operated    524   acres, 
managers  14,  part  owners  219,  and  full  owners  243.   Of  the  21()  aires  operated  by 
part  owners,  it  is  estimated  that   130  acres  were  rented  and  89  acres  were  owned,] 
making  a  total  of  about  654  crop  aires  per  1000  rented  and  about  332  owned. 

Illinois  tenants  were  operating  $508  of  each  $1000  worth  of  farm  real  estate 
in  1935,  tin-  managers  $21,  part  owners  $182,  and  full  owners  $289.  It  is  esti- 
mated that  part  owners  were  operating  practically  $90  worth  of  realty  as  renters 
and  aboul  $92  worth  as  owners.    If  the  total  value  of  real  estate  owned  by  part 
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Table  2.- 


-Proportion  of  Farm   Real  Estate  Operated  by  Tenure  Classes,   Illinois, 

1930  and  1935 


Kind  of  tenure 


Total 

Tenants. . . . 
Part  owners. 

Rented. . . 

Owned .  .  . 
Full  owners. 
Managers.  . . 


Number  of 
farms 


1935 


perct. 

100.0 

44.5 

17.2 


37.5 


1930 


perct. 

100.0 

43.1 

16.2 


39.7 
1.0 


Number  of  farm  acres 


Total 


1935 


perct. 
100.0 
49.1 
21.1 
10.1 
11.0 
28.3 
1.5 


1930 


perct. 

100.0 

48.7 

19.7 

9.5 
10.2 
29.9 

1.7 


Harvested  crops 


1935 


perct. 
100.0 
52.4 
21.9 
13.0* 

8.9* 
24.3 

1.4 


1930 


perct. 
100.0 
52.9 
20.0 
12.0* 

8.0* 
25.6 

1.5 


Dollars  worth  of 
farm  realty 


1935 


perct. 
100.0 

50.8 

18.2 
9.0* 
9.2* 

29.8 
2.1 


1930 


perct. 
100.0 

51.0 

17.4 
8.5* 
8.9* 

29.1 
2.5 


"Estimated  by  authors. 
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owners  is  added  to  that  of  full  owner  operators,  only  about  38  percent  of  the 
state's  total  farm  realty  was  operated  by  its  owners.  Similarly,  60  percent  of  the 
value  of  farm  realty  was  operated  by  renters. 

The  average  value  of  land  and  buildings  was  $9,536  per  farm,  or  $69.67 
i  per  acre.  For  tenant  farmers  the  average  per  farm  was  $10,897,  or  14  percent 
higher  than  for  all  farms,  and  the  average  per  acre  was  $72.04,  or  3  percent 
higher  than  for  all  farms.  In  90  of  the  102  counties,  however,  tenant  farms 
averaged  less  in  value  than  other  farms.  The  highest  percentages  of  tenancy 
were  in  counties  where  the  real  estate  valuations  were  relatively  high,  and  the 
highest  percentages  of  operating  ownership  were  where  the  real  estate  valua- 
tions were  low.  Consequently,  considering  the  state  as  a  whole,  tenants  showed 
higher  valuations  per  farm  and  per  acre  than  did  operating  owners. 

The  highest  percentages  of  farms  operated  by  tenants  in  1935  were:  Logan, 
67.1;  Ford,  66.4;  Alexander,  66.0;  Grundy,  64.2;  Piatt,  63.4;  Livingston,  63.3; 
McLean,  61.0;  DeWitt  and  Mason,  60.3;  and  Champaign,  60.1.  Of  these  ten 
counties  all  but  one  were  located  in  the  central  and  upper  central  portions. 

Of  the  102  Illinois  counties  the  numbers  in  which  tenancy  exceeded  50  per- 
cent in  1935  were  as  follows:  based  upon  the  number  of  farms,  34;  based  upon 
real  estate  valuations,  39 ;  based  upon  total  acreage,  45  ;  and  upon  crop  acres,  56. 

In  15  counties  fewer  than  30  percent  of  the  farms  were  operated  by  tenants. 
I  If  these,  eleven  were  interior  counties  in  the  southern  portion  of  the  state.  For 
the  most  part  counties  having  low  percentages  of  farms  operated  by  tenants  had 
also  low  percentages  of  real  estate  values  in  the  hands  of  tenants,  and  relatively 
low  proportions  of  total  acreage  and  of  crop  area  in  tenant  farms. 

In  8  counties  over  30  percent  of  the  farms  were  operated  by  part  owners : 
namely,  Jasper,  Effingham,  Clay,  Richland,  Wayne,  Hamilton,  Edwards,  and 
Perry.  Most  southern  counties  which  had  large  proportions  of  the  farms  operated 
>y  part  owners  had  even  larger  proportions  of  their  realty  valuations  and  total 
icreage  on  part  owner  farms.  In  a  number  of  southern  Illinois  counties  low  per- 
centages of  tenancy  have  created  an  illusion  that  little  renting  prevails,  whereas, 
^ince  between  two-fifths  and  one-half  of  the  real  estate  in  part  owner  farms  is 
Rented,  part  owner  tenancy  when  added  to  regular  tenancy  results  in  total  par- 
entages nearly  as  high  as  in  many  Central  and  Northern  Illinois  counties. 
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Full  owners  operated  50  percent  or  more  of  farms  in  two  counties  in  north] 
western  Illinois,  JoDaviess  and  Rock  Island,  and  in  eight  southern  counties,  Cal- 
houn, Hardin,  Johnson,  Massac,  Pope,  Saline,  Union,  and  Williamson.  When 
realty  valuations  are  considered,  nine  counties  reported  50  percent  or  more  of  the 
property  in  farms  of  full  owners.  Only  five  counties  reported  full  owners  operat- 
ing over  half  of  all  farm  land,  and  only  three  counties  reported  full  owners  oper- 
ating over  half  of  the  crop  land. 

Full  owners  were  reported  to  be  operating  under  25  percent  of  the  farms  in  i 
nine  counties:  Logan,  20.4;  Piatt,  20.5;  Mason,  21.3;  Putnam,  22.0;  Ford,  22.3; 
Champaign,  22.6;  Livingston,  23.0;  Alexander,  23.8;  and  Grundy,  23.9.  For; 
these  full  owner  farms  the  corresponding  percentages  on  the  basis  of  values 
would  be  only  about  four- fifths  as  large  as  those  shown,  and  on  the  basis  of: 
acreages  only  about  two-thirds  to  three-fourths  as  large.  Inclusion  of  owned 
land  of  part  owners  with  that  of  full  owners  in  most  of  these  counties  gives  a 
total  of  less  than  25  percent  of  real  estate  values  and  acreages. 

Trends  in  recent  years,  particularly  since  1930,  point  toward   (1)   increase 

in  relative  numbers  of  tenant  farms,  and  of  acreages  in  these  farms;  (2)  increase 

in  relative  numbers  of  farms  and  acres  and  in  relative  values  in  farms  of  part 

owners;  and    (3)    decrease  in  relative  numbers  of   farms,  acres  and  values  in 

farms  of  full  owners.    While  tenant  farms  decreased  in  average  size  more  and 

in  value  less  than  did  farms  of  all  operators,  the  relative  prominence  of  tenant 

farms  in  numbers  and  acres  continued  an  upward  trend  following  1920  which, 

up  to  that  time,  had  been  accompanied  by  marked  increases  in  relative  values  in 

tenant  farms.  T  .  ,  „   T     „ 

Joseph  Ackerman  and  C.  L.  Stewart 

The  Relation  of  Seasonal  Milk  Production  to  Costs  of  Production  and 
Marketing.  An  effort  to  bring  about  a  more  even  seasonal  production  of  milk 
is  sound  economically  because  it  tends  to  produce:  (1)  A  lower  unit  cost  of 
production;  (2)  Lower  total  costs  for  maintaining  high  quality  of  a  sufficient 
volume  of  milk  to  meet  market  requirements;  (3)  Lower  transportation  costs,- 
and  (4)  Lower  costs  of  maintaining  milk-receiving  stations.  The  basic-surplus 
plan  of  marketing  has  been  used  both  for  obtaining  a  more  even  flow  of  milk 
thruout  the  year  and  for  restricting  the  total  milk  production.  These  two  pur- 
poses, however,  differ  widely  in  their  results.  In  fact,  some  studies  have  shown 
that  restriction  tends  to  result  in  uneconomic  production. 

A  large  volume  of  milk  per  cow  can  be  produced  uniformly  thruout  the  year 
at  a  somewhat  lower  unit  cost  than  can  a  smaller  volume  with  a  wide  seasonal 
variation.  Fall-freshening  cows  produce  heavily  in  the  fall  and  winter  months 
as  well  as  in  the  spring  months,  and  consequently  produce  a  greater  annual 
quantity  of  milk  than  spring- freshening  cows.  While  total  feed  costs  are  higher 
for  cows  freshening  in  the  fall,  the  increase  in  production  exceeds  that  in  feed 
costs,  and  consequently  unit  costs  of  production  are  lower.  Hence,  by  adjusting 
breeding  practices  so  that  some  cows  freshen  in  the  fall  months  and  some  in  the 
spring,  a  more  uniform  production  of  milk  is  secured,  and  at  lower  unit  costs.1 

The  economic  limits  of  a  milkshed  are  determined  principally  by  the  pro-j 
duction  area  necessary  to  supply  the  market  demand  for  milk  in  the  month  of 
lowest   production.    A  wide  seasonal  variation  in  production,  therefore,  necessi- 
tates an  unnecessary  extension  of  the  milkshed  and  results  in  large  amounts  of 
whole  milk  being  sold  for  surplus  uses  in  the  months  of  high  production  (Fig.  2).  j 
l"'.ven  tho  milk  produced  on  the  outlying  farms  in  a  milkshed  is  used  in  whole- 

■(a)    Pennsylvania  Agr.   Exp.   Sta.   Bulletin  No.  231,  pp.   50-57,   1928.     (1>1    "Facts   About   the  Cost  off 
"Market    Milk    Production    in    Ohio."    Ohio    Stale    University    F.xt.    Rep.    1'»_>s.      (el     Iowa    Agr.    Exp.    Station 
Bulletin  No.  243,  p.  95,   1927. 
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milk  form  during  only  one  or  two  months  of  the  year,  it  is  necessary  on  these 
farms  to  maintain  market  quality  requirements  the  year  around. 

The  number  of  trucks  required  to  collect  and  transport  milk  is  fixed  by  the 
period  of  greatest  production.  Thus  seasonal  peaks  or  wide  seasonal  variations 
in  milk  production  result  in  unused  transportation  capacity  most  of  the  year,  and 
consequently  cause  extra  hauling  costs  in  marketing  whole  milk.  With  a  narrow 
range  in  seasonal  production,  fewer  trucks  would  be  necessary  since  each  truck 
could  haul  a  larger  total  annual  volume  of  milk  and  lower  labor  and  operating 
costs  would  be  incurred  in  hauling  the  same  volume.  As  an  illustration,  one  of 
each  four  trucks  now  in  use  in  St.  Louis  country  plant  areas  could  be  eliminated 
if  the  volume  per  truck  were  increased  as  a  result  of  a  substantial  reduction  in 
the  seasonal  variation  in  milk  hauled. 
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Fig.  2. — Actual  and  Possible  Seasonal  Surpluses  of  Whole  Milk  in  Excess 

of  Requirements  for  Fluid  Milk,  Cream,  and  Condensed 

Milk  Sales  in  the  New  York  Milkshed 

A  wide  seasonal  variation  in  production  makes  necessary  the  maintenance 
of  buildings  and  equipment  which  are  used  for  receiving  milk  during  only  part 
(of  the  year,  and  reduction  in  such  variation  would  make  possible  an  increase  in 
the  volume  per  station.  Volume  per  station  could  be  increased  in  either  or  both 
f  two  ways:  (1)  By  a  reduction  in  the  number  of  country  milk  receiving  sta- 
10ns ;  and  (2)  by  an  increase  in  receipts  from  dairymen  within  the  producing 
rea.  If,  for  example,  the  seasonal  variation  in  volume  of  milk  handled  by  52 
untry  milk-receiving  stations  in  Pennsylvania  were  reduced  to  that  handled 
r  station  in  the  Philadelphia  milkshed  in  which  a  low  seasonal  variation  pre- 
ils,  an  average  saving  of  3.8  cents  per  hundred  pounds  of  milk,  or  17.5  per- 
il of  the  total  operating  costs  of  the  stations  could  be  obtained,  because  of  the 
eater  average  volume  per  station. 

The  aggregate  reductions  in  costs  attainable  thru  the  development  of  a  more 
ven  seasonal  production  of  milk  would  materially  increase  the  incomes  of  dairy- 
en  producing  for  city  markets  without  any  increased  cost  to  the  consumer. 


ece-- 


Wayne  Caskey 


Original  data  for  Tables  A  and  B  were  obtained  from  the  following  sources:  (1)  Bureau  of  Agri- 
ltural  Economics,  U.S.D.A.  Beginning  with  January,  1936,  cash  income  to  Illinois  farmers  includes  the 
vised  estimates  of  the  Bureau.  (2)  Illinois  Crop  Reporting  Service,  Illinois  State  Department  of  Agricul- 
re,  and  U.  S.  Department  of  Agriculture,  cooperating;  (3)  Monthly  data  include  an  average  of  current 
onth  with  eleven  preceding  months;  (4)  Federal  Reserve  Board;  (5)  National  Industrial  Conference 
oard.    For  explanations  of  computations,  see  Number  2,  July,  1935. 
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Table  A. — Indexes  of  Business  Conditions,  Same  Month  1921-1929  =  100 


1929 

1930 

1931 

1932 

1933 

1934 

1935 

Feb.,  1935 
Nov.,  1935 
Dec,  1935 
Ian.,  1936. 
Feb.,  1936 


Whole- 
sale 
prices  of 

Farm 

prices 

all  com- 
modities 
(U.  S.)' 

Illinois' 

United 
States1 

97 

109 

103 

88 

95 

89 

74 

65 

61 

66 

44 

46 

67 

47 

49 

76 

64 

64 

82 

88 

76 

80 

91 

78 

82 

82 

75 

83 

82 

76 

80 

84 

76 

80 

87 

77 

Cash  income  to 
Illinois  farmers 


Millions1    Indexes' 


3548.6 

459.7 

309.5 

228.7 

276.7 

306.1 

362.1 

26.8 

30.6 

29.3 

33.1 


108 
91 
61 
45 
55 
60 
72 
65 
71 
72 
72 


Prices 
paid  by 
farmers 
for  com- 
modities 
bought 
(U.  S.)» 


100 
96 

82 
71 
70 
80 
82 
83 
80 
80 
80 
80 


Pur- 
chasing 
power  of 
income  to 
Illinois 
farmers 


108 
95 
74 
63 
79 
75 
88 
78 
89 
90 
90 


Factory 
payrolls 
in  the 
United 
States* 


112 
90 
68 
48 
49 
64 
72 
71 
76 
78 
78 
74 


Cost  of 
living 
in  the 
United 
States' 


99 
95 
86 
77 
74 
78 
82 
81 
83 
83 
83 
83 


Pur- 
chasing 
power  of 
factory 
payrolls 


113 
95 
79 
62 
66 
82 


92 
94 
94 
89 


Table  B. — Prices  and  Price  Indexes  of  Illinois  Farm  Products 


Product 


Corn,  bu 

Oats,  bu 

Wheat,  bu 

Barley,  bu 

Hogs,  cwt 

Beef  cattle,  cwt.  . 

Lambs,  cwt 

Milk  cows,   head 
Veal  calves,  cwt. . 

Sheep,  cwt 

Horses,  head .... 

Butterfat,  lb 

Milk,  cwt 

Eggs,  doz 

Chickens,  lb 

Wool,  lb 

Apples,  bu 

Hay,  ton 

Potatoes,  bu 


$     .54 

.38 

.94 

.65 

7.64 

5.82 

6.16 

55.00 

7.32 

4.64 

154.00 

1.63 

.19 

.11 

.20 

1.22 

13.95 

.78 

Illinois  index  of  farm  prices. 


Prices 


Mar.  average 


1910-14 


1921-29 


I     .69 

.42 

1.32 

.66 

9.71 

7.67 

11.57 

73.00 

10.70 

6.54 

89.00 

.42 

2.26 

.23 

.21 

.32 

1.94 

14.35 

1.30 


Mar. 
1935 


$     .78 

.51 

.86 

.77 

8.64 

8.12 

7.57 

45.44 

7.90 

4.32 

108.00 

.30 

1.65 

.18 

.15 

.18 

1.46 

14.23 

.68 


Feb. 
1936 


$     .51 

.25 

.95 

.54 

10.00 

7.90 

9.00 

55.00 

10.20 

3.90 

109.00 

.34 

1.75 

.25 

.18 

.27 

1.05 

7.80 

.85 


Mar. 
1936 


$     .51 

.25 

.95 

.55 

9.80 

7.50 

8.60 

55.00 

8.30 

4.20 

114.00 

.30 

1.75 

.16 

.17 

.29 

1.05 

8.20 

.90 


Indexes: 
1921 


same  month 
1929  =  100 


Mar. 
1935 


113 
121 

65 
117 
89 
106 
65 
62 
74 
66 
121 
71 
73 
78 
69 
56 
75 
99 
52 
91 


Feb. 
1936 


74 
60 
71 
83 
110 
108 
80 
78 
95 
62 
125 
81 
76 
80 
87 
84 
56 
54 
64 
87 


Mar. 
1936 


74 
60 

72 
83 

101 
98 
74 
75 
78 
64 

128 
71 
77 
73 
81 
90 
54 
57 
69 
82 


•-'For  sources  of  data  in  tables  see  previous  page. 
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The  Farmer's  Share  of  the  Consumer's  Dollar.  Farm  prices  for  foods  are 
directly  affected  by  costs  of  transporting,  processing,  and  distributing  from  the 
producer  to  the  consumer.  As  consumers'  incomes  decline,  the  major  part  of  this 
decline  is  reflected  in  lower  prices  to  farmers,  since  distribution  costs  are  rela- 
tively inflexible.  With  an  upward  movement  in  consumers'  incomes,  farm  prices 
rise  faster  than  costs  of  distribution,  resulting  in  an  increase  in  the  farmer's 
share  of  the  consumer's  dollar.    Facts  recently  assembled  by  the  U.  S.  Bureau  of 
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rom 


Fig.  1. — Farmer's  Share  of  the  Consumer's  Dollar 
Data  for  each  food,  except  butter,  from  U.S.D.A.  publication  "The  Margin  Between 
Prices  and  Retail  Prices  of  Farm  Foods,"  by  Frederick  V.  Waugh.    Data  on  butter 
Cornell  University  Farm  Economics. 


Agricultural  Economics  show  that  from  1921  to  1935  farmers  received  an  average 
uset  l>f  47  percent  or  slightly  less  than  half  of  what  consumers  paid  for  ten  impor- 
Mu  ant  foods.  In  1932,  the  year  of  lowest  farm  prices,  farmers  received  only  35 
ercent,  or  about  one  third  of  the  consumer's  dollar  (Fig.  1).  From  1932  to 
935  cash  income  to  farmers  increased  from  4.3  billion  dollars  to  6.9  billions,  and 
ie  farmer's  share  of  the  consumer's  dollar  increased  from  35  to  46  percent.  If 
continued  increase  occurs  in  consumer  incomes,  it  is  reasonable  to  expect  that 
ithin  a  few  years  farmers  will  receive  50  percent  of  what  consumers  pay  for 
x>d — this  being  the  average  proportion  received  from  1921-1929. 

The  farmer's  share  of  the  consumer's  dollar  varies  widely  for  different 
ods.  In  general,  the  more  direct  the  flow  of  the  product  from  farm  to  ultimate 
nsumption  and  the  higher  its  value  per  unit,  the  greater  the  proportion  which 
rmers  receive.  For  example,  in  1935  farmers  received  72  percent,  or  nearly 
ree-fourths  of  what  consumers  paid  for  butter,  in  contrast  with  only  18  per- 


Printed  in   furtherance  of  the  Agricultural  Extension  Act  approved  by  Congress  May  8,   1914. 

H.  W.  Mum  ford,  Director,  Extension  Service  in  Agriculture  and  Home 

Economics,   University  of  Illinois 


cent  for  bread  (Fig.  1).  The  course  of  butter  from  production  to  ultimate  con- 
sumption is  much  more  direct  than  that  of  wheat  and  retail  bread.  Usually 
butter  is  churned  and  packed  at  the  same  plant,  shipped  in  carload  lots  to  a  ter- 
minal market  and  sold  to  retailers.  Processing,  handling,  and  transportation 
costs  on  butter  are  low,  compared  with  its  value. 

In  contrast,  marketing  costs  for  wheat  made  into  bread  are  high.  These 
costs  include:  (1)  assembling  wheat  at  country  elevators;  (2)  transporting 
wheat  to  terminal  elevators  and  to  millers;  (3)  grinding  of  wheat;  (4)  packaging 
of  flour,  usually  in  paper  or  cloth  sacks;  (5)  handling  and  transportation  charges 
for  flour  from  the  miller  to  the  baker;  (6)  fuel,  labor,  space,  and  equipment  costs 
of  the  baker;  (7)  costs  of  other  bread  ingredients  such  as  shortening,  milk,  and 
yeast;  (8)  packaging  of  bread;  and  (9)  delivery  of  bread  to  the  retailers.  The 
value  of  wheat  is  low  per  pound  compared  with  the  value  of  butterfat.  With  the 
high  costs  of  distribution,  farmers  receive  for  wheat  only  a  small  proportion  oi 
what  consumers  pay  for  bread. 

In  1935,  farmers  received  more  than  half  of  the  consumer's  dollar  for  butter, 
eggs,  hens,  and  pork,  and  received  less  than  half  for  potatoes,  beef,  dairy  prod- 
ucts (including  milk,  butter,  and  cheese),  flour,  and  bread. 

One  of  the  objectives  of  producers'  cooperative  associations  is  to  lower  marj 
keting  costs  and  to  increase  the  farmer's  share  of  the  consumer's  dollar.  Most  ol 
the  impetus  by  farmer  groups  to  improve  the  distribution  system  has  come  withir 
the  past  two  decades.  During  this  period  over  90  percent  of  the  cooperative  asso- 
ciations now  operating  have  come  into  existence.  In  spite  of  their  relativelj 
recent  growth,  however,  cooperative  marketing  associations  in  the  United  State? 
had  an  estimated  business  in  the  1934-35  season  of  1,343  million  dollars,  or  abou 
one-sixth  of  the  total  sales  of  farm  products,  while  in  the  same  year,  supplie.1 
purchased  by  farmers'  associations,  were  worth  250  million  dollars  (Table  1),  oi 
about  one-eighth  of  the  value  of  all  farm  supplies  purchased. 

Table  1. — Estimated  Membership  and  Business  of  Farmers'  Selling  and  Buying  Asso 
ciations,  United  States  and  Illinois,  Marketing  Season,  1934-1935 


Commodity 


Dairy  products 

Grain 

Fruits  and  vegetables. 

Livestock 

Cotton  and  products. 

Poultry  and  eggs 

Wool  and  mohair.  .  .  . 

Nuts 

Tobacco 

Forage  crops 

Miscellaneous 

Total 


Cooperative    marketing  associations 


United  States'* 


Associations 


number 

2  300 

3  125 
1  082 
1   197 

305 

164 

119 

53 

16 

29 

404 

8  794 


Estimated 
membership 


number 

750  000 

580  000 

158  000 

410  000 

255  000 

85  000 

71   000 

14   800 

50  000 

6  900 

109  300 


Exti  mated 
business 


Illinois"5 


Associations 


number 
77 

419 
23 

143 


1 
8 

675 


Estimated 
membership 


n  umber 
40  000 
72  000 
1  700 
80  000 

i'800 


2   280 
1   850 


Estimated     j 
business 


thousands 
$33  560 

52  000 
570 

44  000 


270 


40 

160 


$140  600 


Cooperative  purchasing  associations 


Buying. 


1   906 


790  000 


$250  000'C 


86 


70  000 


#11    100 


'Farm  Credit  Administration.     '^Bulletin  No.  3,   1936.  p.  4.     lBIn  letter  from  R.  H.  Elsworth,  Farm  Cred 
Administration,  dated  February  25.  1936.    '^Bulletin  No.  1,  1935,  p.  4. 

Illinois  farmers  in  the  marketing  season  of  1934-35  sold  approximatel 
$140,600,000  worth  of  farm  products  cooperatively,  or  about  two-fifths  of  thei 
total  sales  of  these  products.  During  the  same  year,  they  purchased  aboi 
$11,100,000  worth  of  farm  supplies  cooperatively. 
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First  Results  of  the  Trade  Agreement  Between  the  United  States  and 
Canada.  During  the  first  three  months  after  it  became  effective  on  January  1, 
1936,  the  reciprocal  trade  agreement  between  the  United  States  and  Canada  has 
stimulated  agricultural  trade  moving  in  both  directions  between  the  two  countries. 
Of  the  agricultural  exports  moving  from  the  United  States  to  Canada  during 
January,  February  and  March,  1936,  products  on  which  duties  were  reduced 
increased  25  percent  in  value  over  that  for  the  same  months  in  1935,  while  other 
agricultural  products  not  so  affected  increased  but  9  percent  and  non-agricultural 
products  11  percent.  Similarly,  agricultural  imports  from  Canada,  excluding 
spirits,  showed  an  increase  of  64  percent  in  value  of  products  on  which  duties 
were  reduced,  only  29  percent  for  other  agricultural  products  and  21  percent  for 
non-agricultural  goods.  Agricultural  products  which  benefited  by  the  agreement 
have  increased  more  rapidly,  therefore,  than  other  products. 

The  largest  movements  by  months  of  products  affected  by  the  agreement 
occurred  in  January,  indicating  some  holding  back  of  shipments  until  the  act 
became  effective.  The  total  movement  for  the  first  three  months  amounted  to 
only  a  small  part  of  the  year's  total,  hence  these  figures  serve  to  indicate  the 
direction  of  change  rather  than  the  volume  of  shipments  to  be  expected. 

Fruits  and  vegetables  and  their  preparations  accounted  for  about  three- 
fourths  of  the  value  of  shipments  to  Canada  under  reduced  duties.  Of  these 
citrus  fruits  and  fresh  vegetables  were  outstanding.  During  the  three  months 
exports  to  Canada  under  reduced  duties  amounted  to  $4,452,000  (Table  2). 

Table  2. — U.  S.  Exports  to  Canada  of  Agricultural  Products  under  Reduced  Duties, 

January-March,  1935  and  19361 


Commodity 


jve  animals 

>ork  meats 

i)ther  animal  products 

irains  and  grain  products., 
'egetables  and  preparations 
'ruits  and  preparations .... 


Value  (1000  dollars) 

1935 

1936 

22 

30 

75 

122 

95 

102 

254 

312 

970 

1,107 

1,859 

2,367 

Commodity 


Nuts 

Fruit  juices 

Field  and  garden  seeds 

Nursery  and  greenhouse  stock 

Miscellaneous 

Total 


Value  (1000  dollars) 


1935 


30 

31 

142 

48 

25 

3,551 


1936 


93 

58 
163 

70 

28 

4,452 


Of  the  imports  from  Canada  to  the  United  States,  cattle  of  more  than  700 
>ounds  weight  amounted  to  more  than  one-half  the  total  imports  with  reduced 
luties.  Horses  accounted  for  nearly  one-fifth,  and  dairy  products  particularly 
heddar  cheese,  and  vegetables  were  important  (Table  3). 

The  heavy  shipments  of  hay,  oats  and  grass  and  forage  seeds  in  1935  re- 
ulted  from  shortages  in  this  country  because  of  the  drouth  in  1934. 

Except  for  changes  in  duties  on  potatoes,  eggs,  and  cut  flowers,  the  favor- 
)le  market  outlets  established  under  the  trade  agreement  will  be  continued. 

Meat  Packing  Industry  Not  Decentralizing.  References  to  decentraliza- 
m  of  the  meat-packing  industry  continue  to  be  heard.    Actually  the  trend  is 


ible  3.- 


-U.  S.  Imports  from  Canada  of  Agricultural  Products  under  Reduced  Duties, 
January-March,  1935  and  19361 


Commodity 


Utle 

ultry 

i>rses  (worth  not  over  £150). 
Kiry  products 

real  breakfast  foods 

ly 


Value  (1000  dollars) 

1935 

1936 

1,075 

1,943 

6 

25 

115 

696 

36 

359 

11 

19 

314 

13 

Commodity 


Oats 

Vegetables 

Fruits 

Grass  and  other  forage  seeds . , 

Maple  sugar 

Total 


Value  (1000  dollars) 


1935 


211 
216 
30 
230 
111 
2,290 


1936 


2 

484 

25 

12 

186 

3,763 


'Data  from  Foreign  Crops  and  Markets,  May  25,  1936. 
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clearly  toward  centralization.  Striking  evidence  of  this  is  the  recent  acquisition 
by  Armour  and  Company  of  a  number  of  plants  previously  independent,  among 
them  the  important  Decker  plant  at  Mason  City,  Iowa. 

Financial  reports  made  annually  to  the  Packers  and  Stockyards  Division, 
Bureau  of  Animal  Industry,  U.  S.  Department  of  Agriculture,  show  an  increased 
number  of  concerns  slaughtering  livestock  in  the  United  States  up  to  1930.  Since 
1930,  the  number  has  declined. 

In  1926  reports  were  submitted  by  198  concerns  slaughtering  under  federal 
inspection;  in  1930  by  220  concerns;  and  in  1934  by  206  concerns.  (In  1916,  the 
Federal  Trade  Commission  listed  201  concerns  slaughtering  under  federal  in- 
spection.) Only  185  non-inspected  slaughterers  reported  in  1926,  as  against  466 
in  1930;  but  it  is  probable  not  all  of  these  concerns  reported  during  the  earlier 
years  of  the  Packers  and  Stockyards  Association.  By  1934,  only  402  such  con- 
cerns reported.   The  total  number  decreased  from  686  in  1930  to  608  in  1934. 

While  a  decrease  in  the  number  of  slaughtering  concerns  might  result  either 
from  sale  or  liquidation,  it  is  known  that  numerous  concerns  have  sold  out  to 
others  already  in  the  business. 

The  distribution  of  earnings  by  meat-packing  companies  is  obviously  signi- 
ficant. In  1933  the  10  largest  concerns  showed  99  percent  of  the  total  net  profits 
reported  by  all  slaughterers.  In  1934  the  10  largest  concerns  showed  94.6  per- 
cent of  the  total  net  profits. 

Decentralization  in  operation  should  be  carefully  distinguished  from  decen- 
tralization in  ownership  and  control.  It  is  doubtful  if  there  has  been  any  time  in 
recent  years  when  control  of  the  nation's  meat-packing  industry  was  less  decen- 
tralized than  now. 

THE  AGRICULTURAL  OUTLOOK 

The  following  materials  relative  to  the  Outlook  for  Illinois  farm  products 
(except  poultry)  have  been  prepared  by  members  of  the  Department  of  Agri- 
cultural Economics  with  the  assistance  of  the  Outlook  Committee  of  the  College 
of  Agriculture.  The  Outlook  for  Poultry  and  Eggs  was  prepared  by  the  Poultry 
Division. 

The  Demand  for  Farm  Products.  The  demand  for  farm  products  of  the 
United  States  has  shown  substantial  further  improvement  during  the  past  year. 
Most  of  that  improvement  was  in  the  latter  half  of  1935,  but  rising  business 
activity  during  the  past  two  months  has  brought  demand  to  a  new  high  level  for 
the  recovery  period  and  prospects  are  for  its  maintenance  close  to  the  present 
level  during  the  summer  months.  For  the  1936-37  marketing  year  as  a  whole 
demand  is  expected  to  be  better  than  for  the  year  now  drawing  to  a  close. 

The  growth  of  domestic  demand  during  the  past  year  lias  been  due  basically 
to  the  increased  output  of  non-agricultural  industries.  Consumer  demand  for 
many  farm  products  is,  of  course,  dependent  upon  factory  payrolls  and  other 
forms  of  current  money  income,  but  these  are  in  turn  dependent  primarily  upon 
the  volume  of  industrial  production  and  trade.  (  >n  the  other  hand  man)-  farm 
products  are  the  raw  materials  of  industry  and  the  demand  for  these  is  directly 
dependent  upon  industrial  activity.  Industrial  production  of  manufactures  and 
minerals  combined  rose  from  the  level  of  86  percent  of  the  1923-25  average  for 
April  1935  to  100  percent  of  that  average  for  April  1()36.  and  various  indications 
of  business  activity  point  to  a  still  further  increase  in  the  month  of  May  com- 
pared with  the  1923-25  average.  The  Federal  Reserve  Board  index  of  industrial 
production  for  the  months  July  1935  to  April  1936  averaged  94.1  (1923-25  =  100) 
compared  with  80.2  during  the  corresponding  months  of  1934-35. 
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The  total  money  value  of  the  national  income  paid  out  during  the  nine 
months  July  1935  to  March  1936  is  estimated  at  56  billion  dollars  compared  with 
51  billions  for  the  corresponding  nine  months  of  1934-35.  This  increase  of  10 
percent  in  national  income  compares  with  an  increase  of  11  percent  in  the  cash 
income  from  farm  marketings  during  the  same  period.  The  money  value  of 
national  income  paid  out  is  perhaps  the  best  index  of  domestic  demand  in 
monetary  terms  but  the  "real"  demand  for  farm  products  is,  of  course,  dependent 
upon  the  goods  and  services  which  are  available  to  exchange  for  them.  That 
these  have  been  increased  has  already  been  indicated  by  the  index  of  physical 
volume  of  production  cited  above.  In  a  general  way  indexes  of  the  money  value 
of  the  national  income  paid  out  and  of  the  physical  volume  of  production  and 
business  activity  move  together  except  at  times  when  there  is  a  significant  change 
in  the  price  level.  Since  there  has  been  relatively  little  change  in  the  price  of 
non-agricultural  commodities  over  the  past  two  years,  the  courses  of  national 
income  and  of  the  volume  of  industrial  production  have  moved  quite  closely 
together  save  for  the  more  erratic  fluctuations  in  the  latter. 

Farm  income  has  tended  to  vary  proportionately  with  changes  in  the  total 
income  of  the  non-farm  population.  In  years  such  as  1934  and  1935  when  there 
was  a  reduction  in  the  total  output  of  agricultural  products  (as  compared  with 
previous  years)  there  has  been  a  marked  tendency  for  the  average  level  of  farm 
product  prices  to  rise  as  a  result  of  the  reduced  production.  This,  however,  has 
not  prevented  the  close  correspondence  of  the  course  of  farm  income  and  non- 
farm  income.  For  the  United  States  as  a  whole  the  changes  in  quantities  pro- 
iduced  tend  to  be  counterbalanced  by  the  price  changes  which  result  from  them. 
Other  changes  in  prices  and  changes  in  the  total  cash  income  from  the  sale  of 
farm  products  are  dependent  mostly  upon  changes  in  the  conditions  of  demand. 
Consequently  prospects  are  that  farm  income  for  the  United  States  as  a  whole 
from  1936  crops  will  show  substantial  improvement  with  the  increase  in  domestic 
demand  which  is  expected.  This  is  not  necessarily  true  for  individual  states, 
however.  Thus,  if  Illinois  should  have  large  crops  and  other  states  small  ones, 
the  income  of  Illinois  farmers  would  be  increased  even  if  there  were  no  change  in 
-general  demand  conditions. 

Prices  of   Illinois   farm  products  have  recently  averaged   somewhat   lower 

than  they  were  a  year  ago.    Thus  in  May  they  averaged  80  percent  of  the  1921- 

1929  May  average  compared  with  91   percent  a  year  earlier.    For  the  United 

States  the  corresponding  figures  are  74  for  May  1936  and  77  a  year  earlier. 

Prices   of    farm   products   may  average   somewhat   lower   during    1936-37   than 

luring  1935-36  as  a  result  of  increased  supplies  of  some  farm  products,  especially 

)f  meat  animals.   Illinois  farmers  may  expect  somewhat  lower  prices  for  hogs  and 

attle   during  the   coming  year,   and   the  great   importance   of   these   to   Illinois 

"armers  may  mean  a  slightly  lower  total  income  from  the  sale  of  farm  products. 

Throughout  most  of  the  recovery  period  the  weakest  point  has  been  the  low 

evel  of  activity  in  the  construction  industries.    These  have,  however,  furnished 

onsiderable  encouragement  during  the  past  year.    During  April  1936  the  index 

•  f  value   of   construction  contracts   awarded,   seasonally   adjusted,    stood   at   55 

1923-25  =  100)   of  the  1923-25  average  compared  with  30  a  year  earlier,  and 

ior  the  ten  months  July  1935  to  April  1936  it  averaged  47  percent  compared  with 

[7  for  the  corresponding  months  of  1934-35. 

With  the  single  exception  of  December  1935  when  there  was  a  large  volume 
If  publicly  financed  contracts,  the  April  total  of  building  contracts  awarded 
ixceeded  that  of  any  month  since  October  1931.  Residential  building  contracts 
'warded  in  April  advanced  to  the  highest  level  since  June  1931.  However,  the 
lost  pronounced  gain  was  shown  by  non-residential  contracts.    Commercial  and 
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factory  building  contracts,  which  have  seldom  been  as  high  as  $25,000,000  in  any 
month  since  1931,  rose  to  $45,000,000  in  April. 

The  outlook  for  the  building  industry  and  other  capital  goods  industries  is- 
perhaps  the  least  certain  of  any  part  of  business  activity  affecting  the  outlook  forr 
domestic  demand.  Prospective  building  activity  is  dependent  on  the  one  hand 
upon  building  costs  which  are  not  very  flexible  and  upon  the  demand  for  houses, 
factories  and  equipment.  In  case  of  residential  building  there  seems  to  be  fairly 
definite  prospect  that  the  revival  will  continue  during  the  next  year.  Increased 
consumer  income  is  resulting  in  higher  rents  and  fewer  vacancies  since  fewer- 
families  now  need  to  "double  up"  to  reduce  expenses.  Factory  and  railroad 
equipment  business  is  dependent  quite  largely  upon  opinions  as  to  business  pros- 
pects in  the  immediate  future  and  railroads  have  this  year  been  buying  more' 
heavy  equipment  than  since  1930.  Commercial  and  factory  buildings  especially 
are  largely  dependent  upon  the  outlook  for  business  profits  and  opinion  as  to 
these  fluctuates  rather  violently.  Nevertheless  it  is  significant  that  during  the' 
first  quarter  of  1936  earnings  of  254  industrial  and  commercial  concerns  are 
reported  by  the  Federal  Reserve  Bank  of  New  York  to  have  increased  from. 
$150,000,000  in  1935  to  $223,000,000  in  1936.  In  spite  of  recent  tax  legislation, 
the  increased  business  profits  would  appear  to  supply  incentive  for  further  I 
expansion. 

In  addition  to  the  increase  in  the  domestic  demand  for  farm  products  there 
has  apparently  been  some  increase  in  foreign  demand.  For  the  months  July  1935 
to  April  1936  the  total  value  of  agricultural  products  exported  from  the  United 
States  amounted  to  $682,000,000  compared  with  $588,000,000  for  the  correspond- 
ing months  of  1934-35.  Although  the  value  of  products  exported  is  not  an 
altogether  satisfactory  measure  of  export  demand,  it  is,  nevertheless,  indicative 
of  some  increase  in  the  foreign  demand  for  our  agricultural  products.  Among  the 
most  important  groups  of  items  showing  increases  were  cotton,  tobacco  and 
fruits.  There  were  small  declines  in  the  value  of  exports  of  meats  and  meat 
products  and  grain. 

Prospects  of  the  foreign  demand  for  farm  products  are  perhaps  less  certain 
than  those  for  the  domestic  demand.  There  seems  to  be  no  immediate  prospect 
of  any  sudden  reversal  of  policy  of  foreign  countries  to  restrict  imports  oi 
American  agricultural  products.  Nevertheless  the  long-time  effect  of  improving 
business  conditions  in  foreign  countries  and  of  the  reciprocal  trade  agreements 
which  the  United  States  is  making  with  other  countries  seems  likely  to  be  towarc 
a  gradual  increase  in  the  foreign  demand  for  products  of  American  agriculture 
Such  an  increase  in  foreign  demand  for  our  agricultural  products  and  in  export! 
will,  of  course,  also  be  accompanied  by  increases  in  imports  of  both  agricultura 
and  non-agricultural  products  into  the  United  States. 

Crops.  A  substantial  increase  in  the  acreage  of  crops  should  be  expectec 
in  the  United  States  this  year  over  that  harvested  in  1935,  according  to  the 
March  1  plans  of  fanners  who  report  to  the  United  States  Department  of  Agri 
culture.  Weather  conditions  in  Illinois  have  enabled  farmers  to  plant  tin 
acreages  desired  and  indications  are  that  they  have  increased  the  acreage  of  con 
materially,  but  have  decreased  the  acreage  of  soybeans.  The  estimated  acres  o 
oats  and  wheat  to  be  harvested  in  1936  in  Illinois  are  almost  identical  with  thos< 
harvested  in  1935. 

Corn.  March  1  intentions  to  plant  indicated  about  99  million  acres  o 
corn  for  the  United  States  for  1936,  as  compared  with  approximately  93  millioi 
acres  for  1935  and  an  average  of  almost  101  million  acres  for  the  period  1927 
1931  (Table  4). 
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Table  4. — United  States  Acreage  and  Average  Farm  Price  for  Corn,  Oats,  Wheat  and 
Soybeans  for  Grain  (Thousand  Acres) 


Corn 

Oats 

Wheat 

Soybeans1 

Year 

Acreage 

Farm 
price 

Acreage 

Farm 
price 

Acreage 

Farm 
price 

Acreage 

Farm 
price 

Aver.  1927-31 

100  706 
108  668 
103  260 
87   795 
92   727 
98  775 

$.77 
.28 
.36 
.61 
.77 
.56 

39  673 
41   420 
35   701 
30  172 
39  714 
39  785 

$.40 
.18 
.25 
.41 
.40 
.26 

60  388 

57  114 
47  910 
42  249 
49  826 

58  372 

$.93 
.39 
.58 
.80 
.86 
.90 

1.140 
1   153 
1   145 

1  216 

2  379 
2   IIP 

«1.53 

1932 

.64 

1933 

1.11 

1934 

1.02 

1935 

.74 

19362 

.78 

!For  grain  only.    'Price  is  average  of  first  four  months  of  1936.    3Estimated. 

The  soil  conservation  program  apparently  has  not  brought  about  any  mater- 
ial reduction  in  the  acreage  of  corn  planted  in  1936  in  Illinois  (Table  5).  As  a 
result  of  poor  seed  there  have  been  many  poor  stands.  Up  until  the  first  of  June 
there  was  considerable  replanting,  for  the  most  part  with  corn,  the  replanting 
being  early  enough  to  give  the  corn  a  fair  chance  to  mature.  In  the  central  part 
of  the  state  farmers  have  indicated  plans  for  as  large  an  acreage  in  1936  as  for 
the  average  of  the  years  1932  and  1933,  when  the  corn  acreage  was  very  large. 
Less  than  93  million  acres  of  corn  were  harvested  in  the  United  States  in  1935, 
and  yet  the  Illinois  farm  price  for  this  crop  of  corn  ranged  from  40  to  55  cents  a 
bushel.  An  acreage  for  1936  of  anything  like  100  million  acres,  with  an  estimated 
5  percent  increase  in  the  numbers  of  livestock  will  undoubtedly  result  in  a  rela- 
tively low  price  of  corn  providing  average  yields  are  secured. 

Oats.  United  States  intended  oats  acreage  of  almost  40  million  acres  is 
very  close  to  the  1935  acreage  harvested  and  almost  identical  with  that  for  1927- 
1931.  In  Illinois,  the  intended  acreage  is  almost  the  same  as  for  1935,  and  con- 
siderably less  than  for  the  period  1927-1931. 

Wheat.    The  May  first  report  on  wheat  indicated  35.9  million  acres  of 

winter  wheat  for  harvest,  compared  with  31  million  in  1935  and  a  39.5  million 

acre  average  for  the  period  1923-1932;  and  22.4  million  acres  of  spring  wheat 

compared  with  18.8  million  acres  in  1935  and  a  20.4  million  acre  average  for  the 

period  1928-1932.    This  would  give  a  combined  acreage  for  harvest  in  1936  of 

.bout  58  million  acres,  compared  with  50  million  acres  for  1935  and  a  60  million 

.ere  average  for  the  period  1927-1931.    The  Hessian  fly  has  already  caused  con- 

iderable  abandonment  in  southern  Illinois  and  will  probably  cause  further  dam- 

.ge  to  Illinois  wheat  between  June  1  and  the  time  of  harvest.    In  some  fields  the 

:hinch  bug  infestation  is  heavy  enough  to  cause  damage  providing  the  weather  is 

Iry  between  now  and  harvest  time. 

Soybeans.    March  1  indications  were  for  a  harvested  acreage  of  4.6  mil- 
m  acres  of  soybeans  for  both  hay  and  seed  in  the  United  States,  compared  with 


Table  5. 

—Illinois  Acreage  and  Average  Farm  Price 
Wheat  and  Soybeans  for  Grain  (Thousand 

for  Corn,  Oats, 
Acres) 

Year 

Corn 

Oats 

Wheat 

Soybeans1 

Acreage 

Farm 
price 

Acreage 

Farm 
price 

Acreage 

Farm 
price 

Acreage 

Farm 
price 

iver.  1927-31 

8  965 

9  353 
8  324 
7   159 

7  589 

8  272 

5.72 
.22 
.32 
.58 

.74 
.51 

4  236 
4  439 
4  039 
3  029 
3  847 
3  809 

$.37 
.15 
.23 
.39 
.35 
.24 

2  006 
1  652 
1   721 
1   854 
1   849 
1   812 

SI. 01 
.41 
.64 
.85 
.88 
.94 

263 
315 
290 
542 
1   213 

1     1003 

31.53 

1932 

.38 

!   1933 

.65 

1   1934 

1.00 

1935 

.88 

19362 

.75 

JFor  grain  only.    sprjce  ;s  average  for  first  four  months  of  1936.    'Estimated. 
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5.2  million  acres  in  1935.  In  Illinois  1.6  million  acres  were  indicated  for  1936, 
compared  with  1.8  million  acres  in  1935.  In  this  state  there  is  an  exceptionally 
good  stand  of  other  legumes  as  compared  with  recent  years ;  hence  there  will  be 
less  demand  for  soybean  hay,  and  therefore  a  larger  percentage  than  normal  of 
the  soybean  acreage  will  be  harvested  for  seed.  Several  unusual  factors  accounted 
for  the  abnormal  increase  in  the  acreage  of  soybeans  in  1935,  and  since  these 
factors  are  not  present  in  1936  a  reduction  occurred  in  the  acreage  of  soybeans. 

Stocks  of  grain.  Farmers  had  on  their  farms  April  1  about  776  million 
bushels  of  corn  which  was  about  the  average  amount  held  for  the  period  1928- 
1932,  and  340  million  bushels  more  than  a  year  ago.  (Table  6.)  Stocks  of  wheat  on 
farms  totaled  97  million  bushels,  compared  with  93  million  bushels  a  year  earlier 
and  a  127  million  bushel  average  for  the  period  1928-1932.  Oat  stocks,  on  the 
other  hand,  were  much  larger  than  normal,  totaling  495  million  bushels  on  A] nil 
1,  compared  with  a  389  million  bushel  average  for  the  period  1928-1932. 

Table  6. — Grain  Stocks  on  Farms,  United  States,  April  1   (Thousand  Bushels) 


Average, 

1928-1932 

1935 

1936 

Percent  of 
previous  crop 

1,000 
bushels 

Percent  of 
previous  crop 

1,000 
bushels 

Percent  of 
previous  crop 

1,000 
bushels 

Corn 

Wheat 

35.6 
14.3 

32.7 

757  030 
127  335 
389  052 

39.5 
18.8 
39.3 

436  337 

93  456 

206  541 

40.3 
16.1 

41  .4 

776   112 
97  053 

Oats 

494  666 

Commercial  grain  stocks  were  very  low  for  corn  and  wheat  but  quite  high 
for  oats.  On  April  11  there  were  less  than  8  million  bushels  of  corn  in  commer- 
cial stocks,  compared  with  17.5  million  bushels  a  year  ago  and  a  35  million  bushel 
average  for  the  period  1931  to  1934.    (Table  7). 


Table  7. 


-Commercial  Grain  Stocks  Report,  United  States,  April  1 1,  1936 
(Thousand  Bushels) 


Corn 

Wheat 

Oats 

Total  week  ending  April  11,  1936 

Average,  1931-1934 

7  768 
17  530 
35  026 

47  896 
46  981 
159  317 

37   746 
13  409 
22  822 

Hay.  Stocks  of  hay  on  farms  in  the  United  States  on  May  1  totaled  13.3 
million  tons,  compared  with  4.5  million  tons  in  1935  and  a  9.7  million  ton  average 
for  the  period  1923-1932.  The  condition  of  tame  hay  on  May  1  was  78  percent 
of  normal,  compared  with  75  percent  a  year  ago  and  83  percent  for  the  period 
1923-1932. 

At  present  the  indications  point  to  an  acreage  of  grain  crops  larger  than  was 
harvested  last  year  and  about  the  same  as  the  average  of  the  five-year  period 
1928-1932;  with  less  than  average  numbers  of  livestock  to  he  icd  from  this  crop, 
a  normal  production  would  result  in  abundant  feed  supplies  as  compared  with 
livestock  numbers. 

Hogs.  The  available  supply  of  pork  and  pork  products  is  moving  freely 
into  consumption,  and  prices  have  held  up  well  notwithstanding  a  15.9  perecent 
increase  in  total  liveweight  of  hogs  slaughtered  during  the  first  three  months  of 
1936  compared  with  1935.  Stocks  of  pork  in  storage  on  May  1  were  hut  64.8 
percent  of  the  May  1,  5-year  average,  and  had  increased  less  than  2  percent  since 
April  1.  Lard  stocks  on  May  1  were  74  percent  of  the  May  1,  5-year  average  and  j 
were  about  8.4  percent  above  those  of  April  1. 

For  the  first  quarter  of  1936,  United  States  cured  pork  exports  were  60.9 
percent,  canned  pork  72.3  percent,  and  lard  exports  65.7  percent  of  those  for  the 
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first  quarter  of  1935.  Pork  imports  were  reported  as  7  million  pounds  for  the 
three  months  compared  with  one  million  pounds  a  year  earlier. 

Federally  inspected  hog  slaughter,  October  1934  through  September  1935 
was  30.7  million  head.  Slaughter  October-April  a  year  ago  was  21.8  millions, 
and  for  1935-36  was  18.4  millions.  If  the  total  for  this  hog  marketing  year  equals 
that  of  last  year,  the  slaughter  for  the  remaining  months,  May  through  Septem- 
ber, must  reach  12  million  head,  or  40  percent  above  the  same  months  last  year. 
This  appears  likely  since  the  1935  fall  pig  crop  which  is  marketed  during  this 
period  was  30  percent  larger  than  a  year  earlier ;  inspected  slaughter  in  May  was 
18.7  percent  and  in  the  first  week  of  June  for  8  cities  was  nearly  25  percent  above 
last  year,  and  farmers  are  pushing  spring  pigs  for  an  early  market. 

The  December  1  Government  Pig  Crop  Report  estimated  6,220,000  sows  to 
farrow  in  the  spring  of  1936.  If  pigs  raised  average  5.9  per  litter,  the  total  spring 
pig  crop  would  be  36.7  million  head,  or  21  percent  above  the  30.4  millions  in 
1935.  Since  heavy  losses  were  reported  on  early  1936  litters,  a  15  to  18  percent 
increase  may  be  about  in  line.  The  June  1  Pig  Crop  Report  will  tell  the  story. 
With  the  hog-corn  price  ratio  about  16,  compared  with  10  a  year  ago,  increased 
production  may  be  expected. 

European  countries  are  also  increasing  hog  production — 6  percent  more  hogs 
and  14  percent  more  bred  sows  than  last  year  being  reported  for  Denmark, 
Germany  and  The  Netherlands.  Any  marked  expansion  of  our  pork  and  lard 
exports  appears  unlikely. 

Heavy  losses  of  early  spring  pigs  point  toward  the  usual  summer  rise  in 
prices  unless  offset  by  more  than  the  usual  amount  of  early  marketing.  Packers 
may  be  expected  to  discount  the  definite  prospect  of  month-to-month  increases 
'in  supplies,  at  least  from  August  on,  and  to  restrict  early  winter  storing  of  pork. 
Lower  prices  are  in  prospect  in  the  fall  as  a  result  of  increased  domestic 
production. 

Beef  Cattle.  During  the  first  quarter  of  1936  cattle  prices  declined  under 
seasonal  influences  and  a  12.7  percent  increase  over  1935  in  total  live  weight  of 
cattle  slaughter  (about  495,000  head). 

The  April  price  of  all  grades  of  slaughter  steers  at  Chicago  averaged  $2.68 
per  cwt.  lower  in  1936  than  in  1935,  but  all  weights  of  stockers  and  feeders 
iveraged  75  cents  per  cwt.  higher.  Despite  this  narrower  spread  the  January  to 
May  shipments  of  stockers  and  feeders  from  12  markets  were  only  13  percent 
((about  75,000  head)  below  1935.  During  four  weeks  of  May,  they  sent  out 
52,300  stockers  and  feeders  compared  with  86,300  a  year  ago,  a  decline  of  27.8 
percent.  During  the  first  4  or  5  months  of  the  year  the  usual  price  trend  is  down- 
Yard  for  the  better  grades  and  up  for  the  lower  grades.  Chicago  wholesale  beef 
brices  (B.A.E.)  for  Friday,  June  3  were  as  follows: 

Steer  carcass        Cow 

500-600  lbs.  Carcass 

Choice  grade $13.50  $ 

Good  grade 12.50  11.25 

Medium  grade 11.75  10.75 

Common  (plain)  grade 11.25  10.25 

This  narrow  price  range  (cow  beef  one  cent  a  pound  below  steer  beef,  and 
tfoor  steer  beef  2 14  cents  below  the  best)  resulted  despite  the  fact  that  during  the 
trst  four  months  of  1936  the  Chicago  market  sold  5,500  fewer  choice  and  prime 
tteers  out  of  first  hands,  8,100  more  good  steers,  and  33,600  more  medium  and 
iommon  steers  than  in  1935.  The  situation  suggests  a  lack  of  proper  distribu- 
jon  and  recognition  of  quality.  Greater  use  of  government  branding,  which  iden- 
ifies  quality  until  meat  reaches  the  consumer,   should   materially  improve   the 

[  65  ] 


present  price  situation  for  both  producers  and  consumers.  Government  grading 
for  the  first  quarter  of  1936  increased  50  percent  over  the  same  period  a  year 
ago,  but  covered  less  than  8  percent  of  beef  consumption. 

Total  beef  in  storage — frozen,  cured  and  in  process  of  cure,  was  65  million 
pounds  May  1,  and  79.5  million  pounds  April  1.  With  increased  slaughter  beef 
is  moving  into  consumption. 

Beef  imports  into  the  United  States  (mostly  canned  beef)  in  the  first 
quarter  of  1936,  was  24  million  pounds,  an  increase  of  33.8  percent  above  the 
same  period  in  1935.  Imports,  however,  constituted  only  about  2  percent  of 
quarterly  beef  consumption. 

Cattle  on  feed,  April  1  (B.A.E.  Report)  was  28  percent  (260,000  head) 
more  than  in  1935,  but,  except  for  1935,  was  the  smallest  number  in  more  than  ten 
years.  Feeders'  intentions  were  to  market  more  than  usual  of  the  1936  feedings 
before  July  1.  Similar  market  intentions  were  indicated  by  an  annual  survey 
among  their  cattle  feeder  patrons  conducted  by  the  Producers  Commission  Asso- 
ciation, Chicago.  (Table  8).  This  survey  covered  5,335  cars  in  1935  and  7,131  in 
1936,  heifers  making  up  10.6  and  16.5  percent  for  the  two  years. 


Table  8. — Percentage  to  Market  Each  Month 


Year 

Apr. 

May 

June 

July 

Aug. 

Sept. 

All  cattle  on  feed 

1936 
1935 
1936 
1935 

15.1 
10.7 
15.0 
10.4 

18.6 
15.2 
17.3 
15.3 

20.2 
20.0 
18.8 
17.9 

16.8 
19.6 

17.3 
20.0 

15.1 
18.5 
15.8 
19.4 

14.2 
16.0 
15.8 

17.0 

For  April,  May  and  June  relatively  heavier  monthly  marketings  both  for  all 
cattle  and  for  steers  were  indicated  than  last  year,  but  lighter  for  July,  August 
and  September.  It  seems  probable  that  marketings  have  been  delayed  somewhat 
more  than  indicated  by  these  reports  of  intentions,  due  to  slower  gains  this  year 
and  unsatisfactory  prices.  During  the  late  summer  and  fall  a  normal  seasonal 
advance  for  better  grades  is  likely  after  the  present  congested  market  has  cleared. 

The  occurrence  of  serious  drouth  over  important  areas  of  the  range  country 
or  corn-belt  states  could  change  the  situation  quickly. 

Lambs.  Despite  a  reported  14  percent  increase  in  total  liveweight  of 
slue])  and  lambs  slaughtered  in  the  United  States  during  the  first  quarter  of  1936 
compared  with  1935,  and  a  9  percent  increase  over  the  first  quarter  5-year 
average,  the  Chicago  April  price  of  good-choice  lambs  averaged  about  $2.90  above 
a  year  ago.  Choice  lamb  carcasses,  New  York,  38  pounds  down,  averaged  $4.11 
per  hundredweight  higher  than  in  April,  1935.  The  index  of  retail  lamb  price, 
New  York,  was  67.1  this  April;  60.9  last  April. 

The  early  lamb  crop  was  reported  to  be  6  percent  larger  than  last  year,  hut 
heavy  losses  occurred,  since  weather  and  feed  conditions  have  not  been  favorable. 
The  B.  A.  E.  reports  indicate  a  larger  than  usual  proportion  of  this  year's  lamb 
crop  will  come  to  market  as  feeders.  As  a  result,  market  movement  of  early 
lambs  is  expected  to  he  light  in  both  May  and  June,  witli  some  accumulation  of 
shipments  likely  in  late  June  and  July.  As  usual,  Illinois  lambs  should  be  mar- 
keted as  early  as  they  can  be  made  ready,  topping  out  as  finished. 

Dairy  Products.    Production  of  the  principal  manufactured  dairy  prod-  I 
nets  during  the  first  quarter  of  1936  was  7.6  percent  greater  than  in  the  same 
months  of   1935,  according  to  reports   from  the  U.  S.   Bureau  of  Agricultural 
Economics.    This  marked  increase  compared  with  1935  is  not  expected  to  con- 
tinue thruout   the  remainder  of  the  year.    In   fact,  pasture  conditions  on  June  1 
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were  poor,  and  it  is  now  dry  in  many  important  dairy  sections.  On  June  6,  1936, 
the  average  wholesale  price  of  92-score  butter  in  Chicago  was  27^4  cents  per 
pound,  or  3j4  cents  per  pound  higher  than  a  year  ago.  During  the  coming 
months  butter  prices  will  probably  average  higher  than  in  the  summer  of  1935. 

The  demand  for  dairy  products  has  continued  to  improve  with  increases  in 
consumer  incomes,  and  larger  quantities  have  moved  into  the  channels  of  trade 
at  higher  prices  than  a  year  ago.  From  April  22  to  May  8,  the  AAA  purchased 
about  1,300,000  pounds  of  butter  for  relief  purposes. 

Poultry  and  Eggs.  On  the  basis  of  figures  compiled  by  the  U.  S.  Crop 
Reporting  Board,  the  average  production  per  hundred  hens  in  farm  flocks  as  of 
May  1,  1936  was  the  highest  that  has  been  reported  for  May  1  during  the  period 
for  which  records  are  available.  The  average  number  of  layers  in  farm  flocks  on 
that  date  was  slightly  larger  than  a  year  earlier,  so  that  the  total  production  of 
eggs  was  about  4  percent  larger  than  on  May  1,  1935.  The  peak  of  egg  produc- 
tion for  the  current  season  has,  of  course,  been  reached  and  passed  at  this  writing 
(June  5)  but  because  of  curtailed  production  during  February  and  March  it  is 
not  unlikely  that  the  seasonal  decline  from  now  until  mid-summer  may  be  smaller 
than  that  of  a  year  earlier. 

Receipts  of  eggs  at  the  four  markets  of  Boston,  Chicago,  New  York,  and 
Philadelphia  from  January  to  April,  inclusive,  were  about  10  percent  above  the 
corresponding  period  last  year.  Receipts  of  dressed  poultry  at  the  four  markets 
during  the  same  period  showed  no  change  from  the  previous  year. 

United  States  cold  storage  holdings  of  shell  eggs  on  May  1,  1936  amounted 
to  three  million  cases,  or  23  percent  below  the  corresponding  figure  last  year,  and 
30  percent  below  the  May  1  five-year  average  for  1931-1935.  Holdings  of  frozen 
eggs  were  equivalent  to  nearly  two  million  cases,  or  almost  identical  with  the  five- 
year  average  figure  for  May  1. 

Total  holdings  of  frozen  poultry  on  May  1,  1936  amounted  to  49  million 
pounds,  a  decrease  of  20  percent  from  May  1,  1935,  but  only  4  percent  below  the 
five-year  average  total  for  1931-1935.  It  is  worth  noting  that  holdings  of  broilers 
on  May  1,  1936  amounted  to  3.6  million  pounds  in  contrast  to  8.7  million  pounds 
last  year  and  a  five-year  average  of  6.4  million  pounds  for  1931-1935. 

Reports  from  500  hatcheries  thruout  the  United  States,  each  with  a  mini- 
mum capacity  of  10,000  eggs,  indicate  that  total  hatchings  from  January  to  April, 
inclusive,  exceeded  those  of  the  corresponding  period  last  year  by  25  percent. 
The  total  number  of  chicks  booked  for  May  delivery  or  later  by  these  same 
hatcheries  was  44  percent  greater  than  that  on  the  same  date  last  year.  It  is 
perhaps  significant  that,  of  the  eleven  states  which  had  20  or  more  hatcheries  in- 
cluded in  the  report,  Illinois  showed  the  lowest  increase  in  hatchings  for  April, 
1936  over  April,  1935.  The  increase  for  Illinois  was  6  percent,  as  compared,  for 
example,  with  43  percent  for  Indiana,  and  42  percent  for  Kansas. 

The  1936  season  in  Illinois  has  been  favorable  for  raising  chickens.  If  1936 
proves  to  be  a  good  crop  year  so  that  feed  prices  are  not  unduly  high,  early- 
hatched  pullets  should  be  good  property  to  own,  whereas  it  may  be  difficult  to 
more  than  break  even  on  egg  receipts  when  depending  on  late-hatched  or  poorly 
grown  pullets.  The  effect  of  egg  production  by  late-hatched  pullets  is  not  usually 
apparent  until  after  the  first  of  January;  if  large  numbers  of  such  pullets  are 
:arried  over  in  laying  flocks  low  spring  egg  prices  may  easily  result. 

Illinois  Orchard  Fruits.  Present  prospects  are  for  a  light  crop  of  apples 
n  Illinois — not  more  than  one-fourth  to  one-third  of  a  normal  crop,  taking  the 
5tate  as  a  whole  and  including  all  varieties.  The  heavy  crop  in  many  localities 
ast  year,  combined  with  poor  foliage  development  resulted  in  a  poor  set  of  buds 
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and  consequently  light  bloom  in  1936.    Several  frosts  during  the  period  of  bloom 
and  fruit-setting  further  reduced  the  prospective  yield. 

The  Illinois  peach  crop  this  year  is  restricted  to  a  few  counties  in  the  ex- 
treme southern  end  of  the  state,  and  even  here  there  will  be  only  about  10  per- 
cent of  a  full  crop.  The  pear  crop  of  the  state  will  also  be  light,  on  account  of 
severe  frosts  at  blossoming  time. 

Table  A. — Indexes  of  Business  Conditions,  Same  Month  1921-1929  =  100 


1929 

1930 

1931 

1932 

1933 

1934 

1935 

Apr.,  1935 
Jan.,  1936. 
Feb.,  1936. 
Mar.,  1936 
Apr.,  1936 


Whole- 
sale 
prices  of 

Farm 

prices 

all  com- 
modities 
(U.  S.)i 

Illinois' 

United 
States' 

97 

109 

103 

88 

95 

89 

74 

65 

61 

66 

44 

46 

67 

47 

49 

76 

64 

64 

82 

88 

76 

82 

94 

80 

80 

84 

76 

81 

87 

77 

80 

82 

74 

81 

84 

75 

Cash  income  to 
Illinois  farmers 


Millions' 


£548.6 

459.7 

309.5 

228.7 

276.7 

306.1 

362.1 

34.3 

33.1 

28.9 

31.1 


Indexes' 


108 

91 
61 
45 
55 
60 
72 
70 
72 
72 
73 


Prices 
paid  by 
farmers 
for  com- 
modities 
bought 
(U.  S.)» 


100 
96 
82 
71 
70 
80 
82 
83 
80 
80 
79 
79 


Pur- 
chasing 
power  of 
income  to 
Illinois 
farmers 


108 
95 
74 
63 
79 
75 
88 
84 
90 
90 
92 


Factory 
payrolls 
in  the 
United 
States* 


112 
90 
68 

48 
49 
64 
72 

72 
78 
74 
77 
80 


Cost  of 
living 
in  the 
United 
States' 


99 
95 
86 
77 
74 
78 
82 
83 
83 
83 
83 
84 


Pur- 
chasing 
power  of 
factory 
payrolls 


113 
95 
79 
62 
66 
82 
88 
87 
94 
89 
93 
95 


Table  B. — Prices  and  Price  Indexes  of  Illinois  Farm  Products 


Product 


Corn,  bu 

Oats,  bu 

Wheat,  bu 

Barley,  bu 

Hogs,  cwt 

Beef  cattle,  cwt... 

Lambs,  cwt 

Milk  cows,   head 
Veal  calves,  cwt.. 

Sheep,  cwt 

Horses,  head .... 

Butterfat,  lb 

Milk,  cwt 

Eggs,  doz 

Chickens,  lb 

Wool,  lb 

Apples,  bu 

Hay,  ton 

Potatoes,  bu 


Prices 


May  average 


1910-14 


$     .59 

.39 

.94 

.65 

7.42 

6.02 

6.28 

54.00 

6.86 

4.72 

153.00 

L15 
.16 
.12 
.19 

1.30 

14.31 

.82 


1921-29 


5     .74 

.42 

1.29 

.67 

9.30 

7.90 

11.83 

72.00 

9.79 

6.38 

89.00 

.37 

2.06 

.22 

.22 

.32 

2.01 

14.37 

1.34 


May 
1935 


$     .80 

.41 

.87 

.59 

8.50 

8.30 

7.40 

52.00 

7.60 

3.70 

110.00 

.26 

1.45 

.21 

.16 

.16 

1.35 

14.30 

.60 


April 
1936 


$     .52 

.23 

.91 

.50 

10.00 

7.60 

9.30 

54.00 

8.50 

4.40 

118.00 

.30 


.60 
.16 
.18 
.27 
.00 
.70 
.90 


May 
1936 


$     .57 

.23 

.88 

.50 

9.00 

7.10 

9.30 

55.00 

8.10 

4.10 

117.00 

.25 

1.50 

.18 

.17 

.27 

1.00 

8.00 

.95 


Illinois  index  of  farm  prices. 


Indexes 
1921 


same  month 
-1929  =  100 


May 
1935 


108 

98 
72 
88 
91 

105 
63 
72 
78 
58 

124 
70 
70 
95 
75 
50 
67 

100 
45 
91 


April 
1936 


74 

55 
72 
76 

106 
99 
80 
76 
86 
66 

133 
74 
73 
72 
80 
85 
48 
54 
67 
84 


May 
1936 


77 

55 
68 
75 
97 
90 
79 
76 
83 
64 
132 
67 
73 
79 
78 
84 
50 
56 
71 
80 


'-'For  sources  of  data  in  tables  see  note  below. 


Original  data  for  Tables  A  and  1!  were  obtained  from  the  following  sources:  (1)  Bureau  of  Agl 
cultural  Economics,  U.S. DA.  Beginning  with  January,  1936,  cash  income  to  Illinois  farmers  includes  tl 
revised  estimates  oi  the  Bureau.  (2)  Illinois  Crop  Reporting  Service,  Illinois  State  Department  of  Agrici 
ture,  and  U.S.  Department  of  Agriculture,  cooperating;  (3)  Monthly  data  include  an  average  of  currei 
mouth  with  eleven  preceding  months;  (4)  Federal  Reserve  Board;  (S)  National  Industrial  Conferew 
Board.     For  explanations  of  computations,  see   Number  2,   July,   1935. 
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Crop  Conditions.  The  widespread,  abnormally  hot  weather  during  the 
first  half  of  July,  coupled  with  the  subnormal  rainfall  over  wide  areas  through 
May,  June  and  July  has  changed  markedly  the  outlook  for  farm  products  from 
:hat  of  the  middle  of  June  as  described  in  the  previous  issue. 

The  extent  of  direct  crop  damage  attributable  to  the  heat  and  drouth  cannot 
3e  measured  accurately  at  this  time.  While  this  damage  is  serious  the  conditions 
lave  also  favored  the  development  of  chinch  bugs  and  grasshoppers,  which  are 
laily  adding  to  the  toll  in  affected  areas.  The  damage  to  corn  varies  greatly  de- 
fending chiefly  upon  time  of  planting.  The  growth  of  soybeans  is  being  seriously 
•etarded,  thus  threatening  the  productive  capacity  of  the  plants. 

Even  with  late  harvested  crops  in  serious  condition,  pastures  bare  and 
gardens  burned,  Illinois  farmers  yet  have  an  advantage  over  farmers  in  some 
Jther  states  where  farming  is  less  diversified.  Early  reports  indicate  that  both 
delds  and  quality  of  winter  wheat  are  generally  good,  the  quality  of  oats  and 
early  hay  good,  but  yields  only  fair. 

Unfortunately  the  effects  of  drouth  and  insect  damage  are  never  distributed 
•venly;  hence  the  farmer  who  suffers  a  partial  loss  of  his  crop  can  never  be  sure 
>f  a  price  advantage  which  will  offset  the  loss  in  yield.  As  between  individual 
arms,  however,  the  one  which  has  had  superior  management  in  its  organization 
.nd  handling  usually  has  the  greater  staying  power  in  the  face  of  handicaps. 


Indicated  Production 

in  Illinois,  1936a 

Average 
1928-32 

1935 

1936 

1936  percent 
of  5  yr.  ave. 

Winter  wheat  (1000  bu.) 

30  674 
152  009 

3  002 

4  545 
1   751 

446 

29  696 

106  372 

3  681 

7  624 

3  285 

659 

33   116 

87  375 

3   187 

1  802 

360 

264 

108 

>ats  (1000  bu.) 

57 

ame  hay  (1000  tons) 

106 

.pples  1000  bu.) 

40 

eaches  (1000  bu.) 

21 

ears  (1000  bu.) 

51 

•From  U.  S.  D.  A.  Crop  Report,  July  1,  1936. 

Estimates  of  total  wheat  production  for  1936  are  still  uncertain  because 
f  severe  damage  to  the  spring  wheat  crop.  Winter  wheat  estimates  for  1936 
xceed  the  five-year  average  production  (1928-32)  in  Illinois,  Indiana,  Ohio, 
iwa,  and  Missouri,  but  are  only  82  percent  of  average  for  the  entire  country, 
nd  73  percent  in  Kansas,  the  heaviest  producing  state.  Oats  production  for 
llinois  is  indicated  at  57  percent  and  for  the  United  States  at  67  percent  of 
verage.  With  the  large  carryover  the  available  supply  is  equal  to  apparent  con- 
imption  and  seed  use  of  the  past  year.  Indicated  production  of  tame  hay  for 
linois  is  106  percent  and  for  the  United  States  96  percent  of  average,  altho 
intinued  dry  hot  weather  has  likely  reduced  prospects  of  later  cuttings.  Because 
f  weather  conditions  since  that  date  the  July  1  indications  for  the  corn  crop  of 
3  percent  of  normal  for  Illinois  and  88  percent  for  the  United  States  have 
i  ready  been  materially  reduced. 


Printed  in   furtherance  of  the  Agricultural  Extension  Act  approved   by  Congress  May  8,   1914. 

H.  W.  Mumford,  Director,  Extension  Service  in  Agriculture  and  Home 

Economics,  University  of  Illinois 


(".rain  Stocks  on  Hand,  July  1   (Thousand  Bushels)8 


Illinois 

United  States 

Average 
1928-32 

19.55 

19.56 

Average 

1928-32 

1935 

1936 

65  426 
13  513 

1    24.5 

34   122 
6  221 
2   191 

65  939 

20  211 

902 

374  012 
148  516 
51   245 

207   770 
71   354 
44  339 

392    181 

Oats 

Wheat 

247   520 
43    760 

"From  U.  S.  D.  A.  Crop  Report,  July  1.  1936. 


Fruit  prospects  for  the  I'nited  States  are  better  than  those  for  Illinois. 
Apples  promise  a  40-percent  crop  in  Illinois,  but  62  percent  for  the  country ; 
peaches  21  and  73  percent;  and  pears  51  and  101  percent,  respectively. 

Livestock  Conditions.  Drouth  stricken  territory  is  very  spotted  and  the 
situation  changes  from  day  to  day.  For  a  comprehensive  and  accurate  appraisal 
one  would  need  a  U.  S.  map  showing  rainfall  deficiency  and  crop  condition  by 
counties.  Even  then  daily  revisions  would  be  required  if  the  situation  were  to  be 
followed  closely.  The  following  statements  are  made  as  of  July  15  as  to  the 
livestock  situation: 

Cattle.  More  cattle  and  calves  were  slaughtered  under  federal  inspection  ir 
June  this  year  than  in  1935 — 27.5  percent  of  cattle;  17.7  percent  of  calves.  Thai 
put  more  load  on  the  wholesale  beef  markets  at  the  very  time  that  intolerable 
heat  seriously  curtailed  meat  buying  by  the  public.  Marketings  of  fed  cattle  in- 
creased— higher  corn  prices,  dry  pastures,  intense  heat,  flies,  and  water  shortage' 
Results  have  not  been  happy  for  cattle  feeders.  Heavy  receipts  now  mean  less- 
finished  cattle  a  few  weeks  hence,  and  it  is  expected  that  wholesale  beef  prices  j 
will  snap  upward  as  lower  temperatures  reappear. 

While  newspaper  reports  give  the  impression  of  general  drouth,  importan 
cattle  range  sections  are  not  affected.    Texas,  Arizona,  much  of  New  Mexico 
and  the  inter-mountain  regions  are  in  good  shape.    In  the  cattle  country  the  mos 
serious  drouth  areas  are  reported  in  eastern  Montana,  the  Dakotas,  northwesterr1 
Nebraska  and  northern  Wyoming. 

Forced  marketings  of  drouth-stricken  cattle  have  not  been  large,  but  some  de 
sirable  beef  breeding  cows  with  calves  have  been  sacrificed  from  areas  mos  I 
affected.  The  Department  of  Agriculture  has  now  arranged  to  support  the  publil 
cattle  markets  wherever  drouth  cattle  appear  in  sufficient  numbers  to  depres 
cattle  prices — the  Department  buying  such  cattle  and  contracting  with  packer 
to  slaughter  and  process  them.  The  beef  will  be  turned  to  relief  agencies.  Ther 
is  little  need,  therefore,  to  worry  that  drouth  cattle  will  upset  the  market. 

Prices  of  stocker  and  feeder  cattle  have  eased,  but  no  price  demoralizatioi 
has  appeared.  Some  corn-belt  feeders,  having  feed  and  water  available,  ar 
filling  a  part  of  their  feeder  requirements  during  this  period  of  uncertainty.  I 
is  a  good  time  to  maintain  close  contact  with  representatives  on  the  markets  a 
regards  replacement  cattle. 

Sheep.  With  the  exception  of  eastern  Montana,  western  Dakotas,  and  ai 
important  portion  of  Wyoming,  drouth  has  not  seriously  affected  the  range  shee; 
country.  Yet  the  drouth  is  definitely  affecting  lamb  marketings-  -in  lowerei 
quality  of  lambs  and  in  reduced  tonnage  due  to  lighter  weights. 

Most  of  Kentucky  has  been  very  dry  and  its  spring  lamb  crop,  a  big  sourc 
of  choice  lambs  at  this  season,  has  suffered.  Probably  at  least  half  the  Ken  tuck 
lambs  have  been  marketed.   The  quality  of  the  rest  will  not  be  good. 

Market  men  report  thai  hot  weather  coupled  with  dried  pastures,  has  take 
the  bloom  and  sappiness   from  spring  lambs,  a   tendency  to  lack  of  finish — eve 
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woodiness — being  common.  Lambs  are  uneven  and  practically  every  lot,  from 
whatever  point  of  origin,  requires  close  sorting;  choice  lambs  are  not  plentiful. 

A  leading  lamb  order  buyer  at  Chicago  makes  a  statement  that  should  in- 
terest corn-belt  sheepmen  as  follows:  "You  recall  the  severe  drouth  of  1934 — 
yet  the  native  lambs  came  better  that  season  than  any  year  I  recall.  Why? 
Possibly  because  pastures  completely  failed,  then  as  rains  came  and  green  grass 
reappeared  the  lambs  ate  both  dry  and  green  feed — not  getting  too  much  washy 
new  grass;  also  farmers  knew  their  lambs  were  not  good,  so  they  fed  them  grain 
and  their  lambs  came  good." 

Tt  is  reasonable  to  expect  that  the  price  spread  between  "choice"  and  "just 
j  good"  lambs  will  widen.  Illinois  sheepmen  may  find  it  paying  to  give  their  lambs 
enough  grain  to  make  them  choice  before  sending  them  to  market. 

The  1936  market  lamb  receipts  are  expected  to  show  a  material  increase 
in  percentage  of  feeder  lambs.  This  is  a  result  of  drouth  in  many  territories; 
in  others  it  results  from  unfavorable  weather  at  lambing  time,  with  lambs  getting 
off  to  a  bad  start.  Market  men  report  this  latter  condition  for  the  Pacific  North- 
west, even  tho  summer  range  conditions  are  excellent  in  that  terriory. 

Speculators  are  reported  to  have  contracted  big  strings  of  lambs — 8  cents 
on  the  range  being  a  frequently  mentioned  price — and  are  not  too  happy  over 
the  present  outlook.  This  practice  is  not  to  the  interest  of  corn-belt  lamb  feeders 
and  the  1936  season  may  afford  them  an  opportunity  to  show  their  nonapproval. 

With  prospects  definitely  favoring  increasing  proportions  of  feeder  lambs 
in  lamb  marketings,  feeders  need  be  in  no  hurry  to  fill  their  requirements ;  they 
will  find  it  definitely  to  their  advantage  to  keep  in  touch  with  representatives  on 
the  public  markets.  Tt  may  well  be  that  the  most  favorable  source  of  feeder 
lamb  supply  will  be  from  those  markets  this  season. 

Federally  inspected  slaughter  of  sheep  and  lambs  numbered  nearly  8  percent 
less  in  June,  1936,  than  a  year  earlier. 

Hogs.  Drouth  has  not  greatly  affected  hog  marketings  as  yet,  either  in 
numbers  or  quality.  Nearly  51  percent  more  hogs  were  slaughtered  under  federal 
inspection  this  June  than  a  year  earlier — 2,758,585  vs.  1,828,279.  Packing  sows 
have  been  marketed  in  large  numbers — a  thoroly  sound  procedure  in  view  of 
current  hog  prices   and   increasing  hog  supplies. 

The  June  Pig  Crop  Report.  The  1936  spring  pig  crop  is  29  percent  above 
at  of  1935,  and  a  corresponding  increase  of  14  percent  in  sows  to  farrow  this 
11,  indicating  a  total  increase  of  about  24  percent,  according  to  the  June  pig 
rvey  of  the  United  States  Department  of  Agriculture.  The  1935  pig  crop, 
wever,  was  very  small,  and  the  indications  for  1936  are  still  20  percent  short 
f  the  average  of  1932  and  1933.  For  Illinois  spring  pigs  increased  24  percent 
er  1935,  and  fall  farrowings  promise  a  19  percent  increase.  As  compared  with 
1932-1933,  spring  pigs  are  25.5  percent  and  fall  farrowings  30  percent  short. 

Heaviest  percentage  increases  in  spring  pigs  by  areas  were  West  North 
Central,  40.7;  Western,  38.3;  South  Central,  24.1;  East  North  Central,  19.1; 
orth  Atlantic,  17.9;  and  South  Atlantic,  9.4.  The  largest  increases  were  made 
the  area  where  the  drouth  of  1934  caused  greatest  liquidation. 
The  immediate  effect  of  the  drouth  is  to  raise  corn  prices  and  to  narrow 
:he  corn  hog  ratio.  Over  a  longer  period  the  situation  may  materially  affect  hog 
arketings  if  feed  shortage  forces  marketing  of  spring  pigs  at  light  weights 
r  reduces  fall  farrowings. 


Original  data  for  Tables  A  and  B  were  obtained  from  the  following  sources:  (1)  Bureau  of  Agri- 
jltural  Economics,  TJ.S.D.A.  Beginning  with  January,  1936,  cash  income  to  Illinois  farmers  includes  the 
svised  estimates  of  the  Bureau.  (2)  Illinois  Crop  Reporting  Service,  Illinois  State  Department  of  Agricul- 
ire,  and  U.  S.  Department  of  Agriculture,  cooperating;  (3)  Monthly  data  include  an  average  of  current 
nonth  with  eleven  preceding  months;  (4)  Federal  Reserve  Board;  (5)  National  Industrial  Conference 
ioard.     For  explanations  of  computations,  see   Number  2,  July,    1935. 
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Table 

A. — Indexes  of  Bus 

ness  Conditions,  Same 

Month 

1921-1929  =  100 

Whole- 
sale 
prices  of 
all  com- 
modities 
(U.  S.)> 

Farm  prices 

Cash  income  to 
Illinois  farmers 

Prices 
paid  by 
farmers 
for  com- 
modities 
bought 
(U.  S.)i 

Pur- 
chasing 
power  of 
income  to 
Illinois 
farmers 

Factory 
payrolls 
in  the 
United 
States* 

Cost  of 
living 
in  the 
United 
States' 

Pur- 

Illinois' 

United 
States1 

Millions' 

Indexes' 

factory 
payrolls 

1929 

1930 

1931 

1932 

1933 

1934 

1935 

May,  1935... 
Feb.,  1936.  .. 
Mar.,  1936.  .. 
Apr.,  1936.  .. 
May,  1936..  . 

97 
88 
74 
66 
67 
76 
82 
82 
81 
80 
81 
81 

109 
95 
65 

44 
47 
64 
88 
91 
87 
82 
84 
80 

103 
89 
61 

46 
49 
64 
76 

77 
77 
74 
75 
74 

#548.6 

459.7 

309.5 

228.7 

276.7 

306.1 

362.1 

32.3 

28.9 

31.1 

36.4 

39.7 

108 
91 
61 

45 
55 
60 
72 
72 
72 
73 
73 
75 

100 
96 
82 
71 
70 
80 
82 
83 
80 
79 
79 
79 

108 
95 

74 
63 
79 
75 
88 
87 
90 
92 
92 
95 

112 
90 
68 
48 
49 
64 
72 
70 
74 
77 
80 
81 

99 

95 
86 

77 
74 
78 
82 
82 
83 
83 
84 
84 

113 

95 
79 
62 
66 
82 
88 
85 
89 
93 
95 
96 

Table  B.-  Prices  and  Price  Indexes  of  Illinois  Farm  Products 


Product 


Corn,  bu 

Oats,  bu 

Wheat,  bu 

Barley,  bu 

Hogs,  cwt 

Beef  cattle,  cwt.. 

Lambs,  cwt 

Milk  cows,  head 
Veal  calves,  cwt. . 

Sheep  cwt 

Horses,  head .... 
Butterfat,  lbs...  . 

Milk,  cwt 

Eggs,  doz 

Chickens,  lb 

Wool,  lb 

Apples,  bu 

Hay,  ton 

Potatoes,  bu 

Illinois  index  of  fa 


Prices 


June  average 


1910-14 


$       .61 

.40 

.91 

.65 

7.32 

6.02 

6.28 

53.00 

7.02 

4.16 

153.00 

1 .07 

.16 

.11 

.19 

1.56 

14.25 

.91 

nti  prices. 


1921-29 


5     .78 

.42 

1.24 

.67 

9.02 

7.96 

11.90 

72.00 

9.90 

5.64 

88.00 

.36 

2.01 

.22 

.21 

.33 

2.31 

13.92 

1.46 


June 
1935 


$     .79 

.36 

.78 

.55 

9.00 

8.20 

7.30 

53.00 

7.30 

3.30 

106.00 

.22 

1.35 

.20 

.16 

.20 

1.35 

13.30 

.60 


May 
1936 


$     .57 

.23 

.88 

.50 

9.00 

7.10 

9.30 

55.00 

8.10 

4.10 

117.00 

.25 

1.45 

.18 

.17 

.27 

1.00 

8.00 

.95 


June 
1936 


$     .58 

.22 

.82 

.49 

9.40 

7.20 

9.50 

57.00 

8.20 

3.40 

117.00 

.26 

1.45 

.18 

.17 

.30 

1.15 

7.50 

1.80 


Indexes:    same  month 
1921-1929  =  100 


June 
1935 


101 

86 
63 
82 
100 
103 
61 
74 
74 
58 
120 
61 
67 
91 
75 
60 
58 
96 
41 
89 


May 
1936 


77 
55 
68 
75 
97 
90 
79 
76 
83 
64 
132 
67 
70 
79 
78 
84 
50 
56 
71 
80 


June 
1936 


74 
52 
66 
73 

104 
90 
80 
79 
83 
60 

133 
72 
72 
81 
80 
91 
50 
54 

123 
82 


■'For  sources  of  data  in  tables  see  previous  page. 
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The  Business  Outlook.  Business  activity  has  increased  steadily  since 
February  of  1936,  and  is  now  at  the  highest  level  for  anytime  during  the  past  six 
years.  There  has  been  a  gain  of  about  12  percent  during  the  past  year  which 
means  that  city  people  are  now  in  a  position  to  pay  more  for  the  same  quantity  of 
agricultural  products  than  they  were  a  year  ago.  This  fact  has  had  a  definite 
influence  on  the  price  of  livestock  and  livestock  products  during  the  summer 


PERCENT 
80  and over  |lv."-J  Good  to  excellent 
65  to  80       V/A  Poor  to  fair 
SO  to  65        RKXfl  Very  poor 
35  to  SO        ISB  Severe  drought 
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Pasture  Conditions,  August  1,  1936* 
The  drought  has  been  most  severe  in  the  corn-belt  states.    Pasture  conditions  are  good 
several  areas  from  which  corn-belt  feeders  secure  feeder  cattle  and  lambs,  which  will  be 
important  factor  in  determining  prices  this  fall. 


•nths.    On  the  basis  of  present  indications,  it  appears  that  industrial  activity 
rid  payrolls  during  the  remainder  of  1936,  and  the  first  half  of  1937,  will  con- 
ue  considerably  above  the  levels  of  last  year. 

Feed  Supplies.  A  corn  crop  of  1,429  million  bushels  was  predicted  on 
.ugust  1  by  the  United  States  Department  of  Agriculture.  This  is  only  about 
alf  of  a  normal  crop  and  if  this  prediction  proves  to  be  true,  it  will  be  the 
nallest  corn  crop  since  1881. 

With  the  production  of  oats  forecast  at  772  million  bushels,  barley  at  145 
illion,  and  grain  sorghum  at  81  million  bushels,  the  total  production  of  the  four 
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feed  grains  is  expected  to  amount  to  about  58  million  tons.  This  would  be  8  per- 
cent more  than  the  final  harvest  of  1934,  but  42  percent  less  than  the  1923-32 
average.  In  comparison  with  1934,  the  available  supply  of  feed  grains  (produc- 
tion adjusted  for  carry  over  and  feed  wheat)  is  expected  to  be  5  percent  greater, 
whereas  the  grain  consuming  livestock  will  be  3  percent  less  than  in  1934.  Avail- 
able hay  supplies  appear  to  be  20  percent  greater  and  the  number  of  hay-consum- 
ing animals,  9  percent  less  this  year  than  in  1934.  The  livestock  situation  is 
expected  to  be  more  adversely  affected  by  the  feed  grain  shortage  than  by  the' 
reduced  supply  of  hay  and  roughage.  The  trend  of  hog  numbers  will  change 
more  than  those  of  any  other  species  of  livestock. 


Crop  Prospects  for  1936  Compared  with  Production 

Last  Year  and  an  Average  Crop.    United  States  Production 


Corn  (million  bu.) 

Wheat  (million  bu.) .  .  .  . 

Oats  (million  bu.) 

Tame  hay  (million  tons) 


5-Year  Average 
1928-1932 


2  553 

864 

1   215 

70 


1935  Production 


2  292 

623 

1   197 

76 


1936  Prospects 
Aug.  1  Condition 


1   439 

633 

772 

62 


Beef  Cattle  Prospects.  Cattle  numbers  in  the  United  States,  althougl 
considerably  smaller  than  two  years  ago,  are  still  relatively  large.  Cattle  number: 
at  the  end  of  1936  probably  will  be  smaller  than  at  the  end  of  1935. 

Slaughter  of  both  cattle  and  calves  under  Federal  inspection  during  the  firs 
7  months  of  1936  was  the  second  largest  on  record  for  the  period.  Cattli 
slaughter  during  the  remainder  of  1936  is  expected  to  be  large  as  compared  witl 
1935.  Most  of  the  increase  will  be  in  low  grade  cows  and  heifers.  Prices  of  wel 
finished  cattle  should  show  some  improvement  during  the  fall  months. 

The  number  of  cattle  on  feed  in  the  corn-belt  states  on  August  1  was  3  per 
cent  larger  than  on  August  1,  1935.  The  increase  for  1936  over  1935  wa 
estimated  to  be  28  percent  on  January  1,  and  41  percent  on  April  1. 

Supplies  of  feeder  cattle  will  be  large  this  year  particularly  from  the  drough 
areas.  Rains  during  the  latter  half  of  August  would  decrease  the  number  comini 
to  market,  while  hot  dry  weather  would  increase  it.  If  the  drought  is  broke 
soon,  we  probably  have  seen  the  low  spot  in  the  feeder  market,  because  ther 
will  be  a  brisk  demand  from  the  corn  belt  for  cattle  to  use  the  low  yielding  cor 
which  will  be  fed  without  husking,  and  because  a  considerable  portion  of  tli 
range  country  has  good  grass  which  will  slow  up  feeder  cattle  shipments. 

The  calf  crop  of  1936  will  be  considerably  larger  than  in  1935,  in  spite  of  th 
fact  that  we  had  a  smaller  number  of  cows  of  breeding  age.  A  high  percentag 
of  the  cows  produced  calves  in  1936,  while  this  percentage  was  low  in  1935. 

Cattle  Importations.  The  increase  in  imports  of  cattle  and  beef  in  th 
first  half  of  1936  over  those  of  a  year  earlier  was  equivalent  to  about  1  percent  c 
the  total  slaughter  of  cattle  and  calves  during  the  period.  Furthermore,  about  8 
percent  of  the  quota  that  can  come  in  at  the  lower  duty  has  already  entered  th 
country,  SO  that  only  31,000  heads  will  be  permitted  entry  into  the  United  State 
at  the  lower  duty  during  the  last  half  of  the  year. 

Hog  Outlook.  The  number  of  hogs  for  slaughter  in  the  1936-37  marke 
ing  year,  beginning  next  October,  probably  will  be  from  10  to  20  percent  large 
than  in  the  year  just  ending,  when  the  supplies  were  very  small.    The  prospei 
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for  next  year  is  that  supplies  will  still  be  20  to  25  percent  smaller  than  the 
average  of  the  5-year  period  preceding  1934-35.  The  small  corn  crop  of  1936  will 
cut  the  number  of  sows  to  farrow  this  fall  below  the  June  1  estimates,  and  the 
sows  to  farrow  in  the  spring  of  1937  will  be  materially  less  than  would  have  been 
the  case  had  we  produced  a  good  corn  crop  this  year.  The  slaughter  of  hogs  for 
the  first  7  months  of  1936  was  only  68  percent  of  the  average  slaughter  for  the 
same  months  in  1932  and  1933,  but  was  22  percent  above  the  slaughter  for  the 
same  period  in  1935. 

The  heavier  than  normal  liquidation  of  hogs  now  taking  place  will  likely 
continue  thru  the  remainder  of  the  year  but  will  result  in  lighter  supplies  for  the 
first  three  months  of  1937.  There  has  been  an  abnormal  seasonal  distribution  of 
hog  marketings  each  year  since  the  drought  of  1934. 

Sheep  Outlook.  The  1936  lamb  crop  totalled  31  million  head,  according 
to  the  estimate  of  the  United  States  Department  of  Agriculture.  This  was  about 
9  percent  larger  than  the  1935  crop  and  less  than  1  percent  smaller  than  the  record 
crop  of  1931.  This  increase  was  all  in  the  western  sheep  states,  since  the  native 
lamb  crop  was  a  little  smaller  this  year  than  last.  Most  of  the  increase  was  due 
to  a  good  lamb  crop  rather  than  to  an  increase  in  the  number  of  ewes.  The 
increase  was  particularly  large  in  Texas  which  produced  the  largest  lamb  crop  on 
record. 

Although  the  lamb  crop  of  1936  was  larger  than  that  of  1935,  the  slaughter 
of  new  crop  lambs  up  to  August  1  was  smaller  this  year  than  last.  This  indicates 
an  abundant  supply  of  feeder  lambs  yet  to  come  to  market.  The  fact  that  wool 
prices  are  relatively  high  and  that  range  conditions  are  good  in  much  of  the 
western  sheep  area,  may  result  in  a  holding  back  of  a  larger  than  normal  number 
of  lambs  for  feeding  west  of  the  Continental  Divide  and  in  Texas. 

Dairy  Outlook.  The  demand  for  dairy  products  has  improved  with  the 
increase  in  employment  and  business,  and  further  improvement  is  in  prospect. 
Dairy  production  has  been  reduced  by  the  drought  and  production  during  the 
coming  winter  probably  will  be  somewhat  less  than  a  year  earlier  and  may  be 
about  the  same  as  in  the  winter  of  1934-35.  During  the  next  12  months,  prices 
of  dairy  products  probably  will  average  higher  than  a  year  earlier  and  the  highest 
in  about  six  years.  The  marked  rise  in  foreign  butter  prices  in  the  last  year  will 
tend  to  curtail  imports.  Consumption  of  fluid  milk  and  cream  in  cities  and  vil- 
lages is  increasing,  and  the  outlook  is  for  further  increases. 

The  number  of  milk  cows  declined  about  1  percent  in  the  last  year,  and 
some  further  reduction  is  in  prospect.  Milk  production  per  cow  during  the  next 
twelve  months  will  probably  be  relatively  low  because  of  poor  pastures  and 
sharply  higher  feed  costs  in  drought  areas. 

Poultry  and  Egg  Outlook.  Poultry  prices  are  likely  to  decline  by  more 
han  the  average  seasonal  amount  from  July  to  December,  1936.  Due  to  the 
ncreased  number  of  chicks  hatched  and  to  drought  conditions  more  poultry  will 
)e  available  for  market. 

Egg  prices  probably  will  rise  by  more  than  the  average  seasonal  amount 
>etween  July  and  December,  1936.  Though  some  increase  in  production  may 
)ccur,  the  effect  of  this  on  prices  quite  likely  will  be  more  than  offset  by  the 
'ffects  of  lower  storage  stocks  and  of  a  probable  increase  in  consumer  incomes. 

Original  data  for  Tables  A  and  B  were  obtained  from  the  following  sources:  (1)  Bureau  of  Agri- 
ultural  Economics,  U.S.D.A.  Beginning  with  January,  1936,  cash  income  to  Illinois  farmers  includes  the 
svised  estimates  of  the  Bureau.  (2)  Illinois  Crop  Reporting  Service,  Illinois  State  Department  of  Agricul- 
lre,  and  U.  S.  Department  of  Agriculture,  cooperating;  (3)  Monthly  data  include  an  average  of  current 
lonth  with  eleven  preceding  months;  (4)  Federal  Reserve  Board;  (5)  National  Industrial  Conference 
oard.    For  explanations  of  computations,  see  Number  2,  July,   1935. 
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Table  A. — Indexes  of  Business  Conditions,  Same  Month,  1921-1929  =  100 


1929 

1930 

1931 

1932 

1933 

1934 

1935 

June,  1935.  . 
March,  1936 
April,  1936.. 
May,  1936.. 
June,  1936.. 


Whole- 
sale 
prices  of 

Farm 

prices 

all  com- 
modities 
(U.  S.)' 

Illinois' 

United 
States' 

97 

109 

103 

88 

95 

89 

74 

65 

61 

66 

44 

46 

67 

47 

49 

76 

64 

64 

82 

88 

76 

82 

89 

74 

80 

82 

74 

81 

84 

75 

80 

80 

74 

81 

82 

76 

Cash  income  to 
Illinois  farmers 


Millions' 


£548.6 

459.7 

309.5 

228.7 

276.7 

306.1 

362.1 

26.5 

31.1 

36.4 

39.7 


Indexes' 


108 
91 
61 
45 

55 
60 
72 
73 
73 
73 
75 


Prices 
paid  by 
farmers 
for  com- 
modities 
bought 
(U.  S.)> 


100 
96 
82 
71 
70 
80 
82 
83 
79 
79 
79 
79 


Pur- 
chasing 
power  of 
income  to 
Illinois 
farmers 


108 

95 

74 
63 
79 

75 


92 
92 
95 


Factory 
payrolls 
in  the 
United 
States* 


112 
90 
68 
48 
49 
64 
72 
69 
77 
80 
81 
82 


Cost  of 
living 
in  the 
United 
States' 


99 
95 
86 
77 
74 
78 
82 
82 
83 
84 
84 
86 


Pur- 
chasing 
power  of 
factory 
payrolls 


113 
95 
79 
62 
66 
82 
88 
84 
93 
95 
96 
95 


Table  B. — Prices  and  Price  Indexes  of  Illinois  Farm  Products 


Product 


Corn,  bu 

Oats,  bu 

Wheat,  bu 

Barley,  bu 

Hogs,  cwt 

Beef  cattle,  cwt.. 

Lambs,  cwt 

Milk  cows,   head 
Veal  calves,  cwt. . 

Sheep,  cwt 

Horses,  head.  .  .  . 

Butterfat,  lb 

Milk,  cwt 

Eggs,  doz 

Chickens,  lb 

Wool,  lb 

Apples,  bu 

Hay,  ton 

Potatoes,  bu 


$     .63 

.38 

.86 

.63 

7.54 

6.04 

6.04 

53.00 

7.00 

4.14 

153.00 

L29 

.15 

.12 

.19 

.77 

13.91 

1.03 

Illinois  index  of  farm  prices. 


Prices 


July  average 


1910-14 


1921-29 


5     .81 

.39 

1.17 

.65 

9.64 

7.99 

11.29 

72.00 

10.02 

5.62 

88.00 

.36 

2.19 

.23 

.22 

.33 

1.63 

13.24 

1.62 


July 
1935 


$     .79 

.29 

.74 

.42 

9.10 

7.90 

7.30 

53.00 

7.10 

2.95 

107.00 

.22 

1.35 

.20 

.14 

.21 

.60 

9.70 

.70 


June 
1936 


$     .58 

.22 

.82 

.49 

9.40 

7.20 

9.50 

57.00 

8.20 

3.40 

117.00 

.26 

1.55 

.18 

.17 

.30 

1.15 

7.50 

1.80 


July 
1936 


$     .80 

.32 

.97 

.63 

9.80 

7.20 

8.90 

55.00 

7.70 

3.40 

114.00 

.31 

1.80 

.18 

.17 

.30 

1.20 

8.60 

1.70 


Indexes:   same  month 
1921-1929  =  100 


July 
1935 


98 
74 
63 
65 
94 
99 
65 
74 
71 
57 
122 
61 
62 
87 
64 
63 
37 
73 
43 
84 


June 
1936 


74 

52 
66 
73 

104 
90 
80 
79 
83 
60 

133 
72 
77 
81 
80 
90 
50 
54 

123 
82 


July 
1936 


99 
82 
83 
97 

102 
90 
79 
76 
77 
60 

130 
86 
82 
78 
76 
90 
74 
65 

105 
90 


'-'For  sources  of  data  in  tables  see  previous  page. 


UNIVERSITY   OF   ILLINOIS 
COLLEGE  OF  AGRICULTURE 

URBANA.    ILLINOIS 


PENALTY    FOR    PRIVATE    USE    TO     <*C 
PAYMENT    OF    POSTAGE    «20 


Director  Agricultural   Extension 


REE  Co-operative  Agricultural  Extension  Work. 
Acts  of  May  8.  and  June  30,  1914. 


Illinois  Farm  Economics 

Department  of  Agricultural  Economics,  College  of  Agriculture  and  Agricultural  Experi- 
ment Station,  in  cooperation  with  the  Extension  Service  in  Agriculture 
and  Home  Economics,  University  of  Illinois 


Urbana 


September  and  October,  1936 


Numbers  16  and  17 


Business  Conditions.  The  steady  business  improvement  in  1936,  which 
has  been  evidenced  in  construction,  manufacturing,  transportation,  mining,  and 
trade,  has  been  influential  in  making  possible  a  continued  increase  in  agricultural 
income  despite  the  severe  drouth  which  has  resulted  in  very  low  yields  of  some 
crops.    In  July,  1936,  factory  payrolls  in  the  United  States,  when  corrected  for 
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Fig.  1. — Factory  Payrolls  in  Illinois,  United  States,  and  Specific  Cities, 
1932,  and  January-August,  1936 
Payroll  data  for  Illinois  were  obtained  thru  the  courtesy  of  the  Illinois  Department  of 
-abor,  while  those  for  other  cities  and  for  the  United  States  were  obtained  from  the  Survey 
'1    Current    Business.     Since   indexes   of    factory   payrolls    for    Boston   were   not   available, 
ndexes  of  Massachusetts  payrolls  were  used. 

hanges  in  cost  of  living,  averaged  99  percent  of  those  for  1921-29  (Table  A). 
n  the  same  month,  the  purchasing  power  of  the  income  of  Illinois  farmers  was 
01  percent  of  the  1921-29  average. 

Construction  activities  in  the  United  States  have  shown  the  greatest  increases 
uring  the  past  year — contracts  for  August,  1936,  being  71  percent  higher  than 
lose  a  year  ago.  Manufacturing  industries  in  August,  1936,  produced  23  percent 
lore  goods  than  a  year  ago ;  transportation  as  measured  by  freight-car  loadings, 
lcreased  17  percent;  production  of  minerals  was  21  percent  higher;  while  trade, 
s  measured  by  the  value  of  department  store  sales,  increased  12  percent. 


Printed  in  furtherance  of  the  Agricultural  Extension  Act  approved  by  Congress  May  8,   1914. 

H.  W.  Mum  ford,  Director,  Extension  Service  in  Agriculture  and  Home 

Economics,  University  of  Illinois 


A  review  of  the  course  of  business  activity  in  the  United  States  in  recent 
years  shows  that  since  1933  a  definite  upward  trend  has  been  taking  place.  Indus- 
trial production  in  the  first  eight  months  of  1936  was  58  percent  higher  than  in 
the  corresponding  months  of  1932  and  15  percent  higher  than  in  1935.  The  pur 
chasing  power  of  United  States  factory  workers  from  January  to  August,  1936, 
was  77  percent  higher  than  for  the  corresponding  months  in  1933  and  11  per 
cent  higher  than  in  1935.  While  cost  of  living  for  factory  workers  has  increasec 
materially  during  the  past  three  or  four  years,  this  increase  has  been  far  more 
than  offset  by  increases  in  total  incomes  received  by  these  workers. 

Unemployment  continues  to  be  a  major  problem.  While  industrial  production 
has  been  nearly  as  high  as  the  1921-29  average,  construction  contracts  in  August, 
1936,  were  only  about  two-thirds  as  high.  Continued  increases  in  construction 
activities  will  help  to  reduce  the  number  of  unemployed.  From  a  long-time  point 
of  view,  it  would  seem  that  a  production  of  goods  materially  above  the  1921-29 
level,  combined  with  the  introduction  and  use  of  new  goods  and  services,  will  be 
necessary  to  employ  profitably  the  total  number  of  available  workers. 

Illinois  Farm  Prices.  Short  crops  resulting  from  the  drouth  combined 
with  an  active  demand  have  resulted  in  substantial  increases  in  prices  received  for 
several  Illinois  farm  products.  In  September,  1936,  the  combined  index  of  Illinois 
farm  prices  was  5  percent  higher  than  in  August,  and  over  23  percent  highei 
than  in  June  (When  corrected  for  changes  in  seasonal  variation).  Prices  oi 
barley,  oats,  corn,  apples,  hay,  wheat,  and  butterfat  have  increased  most  fron 
July  to  September  while  smaller  price  increases  were  shown  for  milk,  beef  cattle 
and  hogs.  Price  declines  since  June  have  been  registered  for  horses,  veal  calves 
chickens,  potatoes,  lambs,  eggs,  and  wool.  Prices  for  sheep  and  milk  cows  hav< 
changed  but  little  during  this  period. 

Changes  in  Factory  Payrolls.  The  major  upward  movement  in  factors 
payrolls  in  the  United  States  from  1933  to  1936  has  been  evidenced  also  in  Illinoi 
and  specific  Illinois  cities  as  well  as  in  other  larger  cities  in  the  United  States  (  Fig 
1).  Payrolls  in  Illinois  for  the  first  eight  months  of  1936  were  18  percent  highe 
than  for  the  same  period  a  year  ago,  and  nearly  twice  the  average  for  1932 
During  the  past  year,  Illinois  payrolls  have  increased  more  rapidly  than  those  fo 
the  country  as  a  whole,  although  they  are  still  considerably  lower  relative  to  th 
base  period  than  those  for  the  United  States. 

In  eight  cities,  Peoria,  Rockford,  Bloomington,  Aurora,  Springfield,  Molin< 
Fast  St.  Louis,  and  Decatur,  factory  payrolls  have  increased  more  rapidly  tha 
those  for  the  state  as  a  whole.  The  greatest  increase  during  the  past  year  too 
place  in  Peoria.  For  the  first  eight  months  of  1936  Peoria  payrolls  averaged  2. 
times  those  for  1925-27  and  more  than  three  times  the  average  for  1932.  Illinoi 
Farm  Economics  reported  in  October,  1935,  that  factory  payrolls  in  Peoria  wer 
the  highest  nol  only  of  any  Illinois  market,  but  of  all  other  cities  in  the  Unite 
States  for  which  payroll  data  are  available.  Despite  the  high  level  reached  la; 
year,  however,  payrolls  in  this  city  during  the  first  eight  months  of  1936  wei 
nearly  double  those  for  the  corresponding  period  in  1935.  The  improvemei 
in  business  activity  in  Peoria  in  1936  has  been  due  principally  to  increased  pu: 
chases  of  farm  machinery  and  of  tractors  used  on  roads  and  for  other  uses  an 
to  the  continued  activity  in  the  beverage  industry. 

Rockford  payrolls  in  1936  were  67  percent  higher  than  a  year  ago  and  aboi 
three  times  those  for  1{>32.  The  expansion  of  business  in  Rockford  can  1 
attributed  principally  to  renewed  activity  of  the  metal  industry,  including  tl 
manufacture  of  business  machines,  and  to  increased  furniture  sales. 

Payrolls  in  Rock  Island,  Chicago,  Danville,  Joliet,  and  Quincy  were  low 
in  1936  than  the  state  average. 
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Factory  payrolls  in  Milwaukee,  Pittsburgh,  and  Philadelphia  from  January 
I    to  August,  1936,  were  higher  than  those  for  the  United  States,  while  for  Chicago, 
New  York,  Boston,  and  Baltimore  they  were  lower.    In  Chicago  and  New  York, 
the  two  largest  cities  in  the  United  States,   1936  factory  payrolls  were  lowest 
!     when  compared  with  the  base  period  1925-27.    A  movement  toward  decentraliza- 
tion in  industry  is  one  possible  explanation  why  business  activity  in  these  cities 
during  the  past  four  years  has  increased  at  a  slower  rate  than  in  other  cities. 
Payrolls  in  Chicago  have  increased  much  more  rapidly  than  those  in  New  York, 
altho  Chicago  payrolls  in  1932  had  fallen  to  a  much  lower  level.    In  1936,  they 
„|  were  60  percent  higher  than  in   1932,  while  those  in  New  York  had  increased 
;     only  10  percent.  R   w    P)ARTLETT 

Costs   of   Harvesting   With   Combines.    The   average   costs   per   acre   of 

5    harvesting  wheat,  oats  and  soybeans  with  combines  of  various  sizes  and  types  in 

t.  central  Illinois  in  1935  ranged  from  $1.04  to  $1.48  for  wheat,  $1.09  to  $1.51   for 

oats,  and  $.94  to  $1.51  for  soybeans  (Table  1).    The  study  covered  a  total  of  83 


Table   1. — Average  Cost  Per  Acre  of  Harvesting  Wheat,  Oats,  and  Soybeans  with 

Combines,  Central  Illinois,  1935 


;ir' 

Power-take-off 

Motor- 

■nounted 

W 

5  ft. 

8  ft. 

10  ft. 

8  ft. 

10  ft. 

12  ft. 

16  ft. 

Wheat          

SI.  32 
1.30 
1.37 

3 

$1.29 

1.4S 
1.25 

6 

SI.  39 
1.06 
1.49 

4 

SI.  42 
1.30 
1.42 

6 

SI. 37 
1.51 
1.51 

21 

SI. 48 
1.41 
1.40 

30 

SI.  04 

n 

Oats 

1.09 
.94 

Ives 

6 

machines,  including  both  the  power-take-off  and  motor-mounted  types.  Thirteen 
of  the  machines  were  of  the  power-take-off  type,  with  cutting  widths  of  5,  8,  and 
10  feet.  Seventy  machines  were  of  the  motor-mounted  type  with  cutting  widths 
of  8,  9,  10,  12,  16,  and  20  feet.  The  nine-  and  twenty-foot  sizes  had  only  one 
machine  each,  but  each  of  the  other  groups  included  from  3  to  31  machines. 

A  total  of  35,731  acres  were  harvested  by  these  machines.    Of  this  acreage 
approximately  75  percent  was  soybeans;  wheat,  17  percent;  oats,  7  percent;  and 


Table  2. — Average  Acreages  of  Various  Crops  Harvested  with  Combines, 

Central  Illinois,  1935 


Power-take-off 

Motor- mounted 

5  ft. 

8  ft. 

10  ft. 

8  ft. 

10  ft. 

12  ft. 

16  ft. 

Wheat 

50 

5 
111 

166 

33.3 
3 

54 

15 

203 

272 

34.0 
6 

51 

19 

319 

389 

38.9 

4 

77 

35 

300 

2 

414 

51.8 
7 

65 

36 

266 

2 

369 

36.9 

24 

78 

35 

338 

4 

45. S 

37.9 
31 

115 

Oats 

53 
709 

7 

884 

Average  acres  per  foot  of  cutting 

55.2 

Number  of  combines 

6 

»ther  crops,  1  percent.  The  average  acres  harvested  per  foot  of  cutting  width 
varied  from  33  to  39  acres  for  five  of  the  groups,  and  exceeded  50  acres  for  two 
if  the  groups,  the  8-foot  and  16- foot  motor  mounted  groups  (Table  2). 

The  average  operating  and  overhead  expenses  for  the  season  ranged  from 
£220.85  for  the  5-foot  size  to  $839.84  for  the  16-foot  size  (Table  3).  The  cost 
terns  were  calculated  as  follows:  labor  operating  and  repairing  combines,  40  cents 
in  hour ;  tractor  operators,  30  cents  an  hour ;  and  other  labor,  20  cents  an  hour. 
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Use  of  tractors  (without  fuel  or  oil)  was  charged  at  30  cents  an  hour  for  three- 
plow  tractors,  and  23  cents  for  the  two-plow  size.  Tractor  and  motor  fuel,  oil, 
and  grease,  and  combine  repairs  were  charged  at  cost.   Depreciation  was  calculated 

Table  3. — Average  Costs  of  Operating  Combines,  Central  Illinois,  1935 


Labor 

Operating  combine 

Operating  tractor 

Chores  on  combine 

Other  labor 

Total  labor 

Other  variable  costs 

Tractor  use  (except  fuel; 

Tractor  fuel 

Tractor  motor-oil 

Combine  motor  fuel 

Combine  motor  oil 

Grease 

Lubricating  oil 

Repairs 

Total  other  variable  costs.  .  . 
Fixed  costs 

Depreciation 

Interest 

Shelter 

Total  fixed  costs 

Total  cost  of  operation .  .  . 

Average  acres  cut 

Number  of  combines 


Power-take-off 


5  ft. 


£46 

00 

1 

70 

5 

47 

£53.17 

32.12 

40.00 

1.78 


2 

77 

1.20 

£77 

63 

21 
5 

87 

77 
04 
00 

£89.81 
£220.85 


166 
3 


8  ft. 


£62 

10 

7 

08 

17 

70 

1 

3i 

£88.21 

42.02 

51.99 

3.01 


2.56 
1.00 

2  4.4K 

£125.06 

84.26 

28.50 

5.00 

£117.76 
£331.03 

272 
6 


10  ft. 


£83.15 
56.74 
27.55 


£167.44 

62.36 

90.62 

8.10 


6.76 

43 1 90 

£211.74 

116.74 

37.11 

5.00 

£158.85 
£538.03 

389 

4 


8  ft. 


£101.07 

72.25 

25.46 

.20 

£198.98 

61.10 

54.00 
9.04 

36.31 

5.22 

9.84 

.95 

49.61 

£226.07 

121.88 

40.13 

5.00 

£167.01 
£592.06 

420 
6 


Motor-mounted 


10  ft. 


£83.09 

62.18 

25.55 

.51 

£171.33 

56.33 

51.01 
6.87 

34.77 

3.59 

6.99 

.42 

27.75 

£187.73 

139.38 

45.51 

5.00 

£189.89 
£548.95 

377 
21 


12  ft. 

£83.61 

60 

84 

24 

18 

5 

22 

£173.85 

59.52 

57.08 
6.56 

47.96 

5.14 

6.90 

.64 

30.94 

£214.74 

158.40 

50.60 

5.00 

£214.00 
£602.59 

453 
30 


16  ft. 


£105.72 
81.38 
36.62 
17.05 


80 

80 

78 

76 

8 

28 

75 

5  7 

4 

40 

8 

08 

14 

58 

29 

59 

£300.06 

234 

13 

59 

88 

5 

00 

£299 

01 

£839 

84 

884 

6 

on  an  acre  basis  from  previous  and  current  records,  and  varied  from  26  to  3/ 
cents  an  acre.  Interest  was  figured  at  6  percent  of  the  average  valuation,  anc 
shelter  at  a  flat  rate  of  $5.00  for  each  machine. 

R.  C.  Ross  and  B.  R.  Hurt 

Shifting  Real  Estate  Values  in  Illinois.  Illinois  farm  real  estate,  valued  a 
two  and  a  fifth  billion  dollars  in  1935,  represented  6.7  percent  of  the  nationa 
total  farm  real  estate  value  of  slightly  less  than  thirty-three  billions.  This  pro 
portion  is  the  lowest  of  any  census  period  as  far  back  as  1870  at  which  time  th< 
area  of  farm  land  in  Illinois  had  reached  practically  the  present  total.  The  highes 
proportion,  10.6  percent,  was  in  1900. 

The  average  valuation  per  farm  in  Illinois  in  1870  was  $3,631  (30  percen 
above  the  national  average)  ;  in  1920,  $25,289  (146  percent  above  the  nation': 
average)  ;  and  in  1935,  $9,536  (99  percent  above  the  national  average).  Th 
valuations  per  acre  were  $28.45,  $187.59,  and  $69.67  respectively. 

Between  1920  and  1935,  the  average  Illinois  farm  had  suffered  an  averag 
annual  decrease  of  $1,050,  or  based  upon  the  1920  figure,  a  decline  of  nearly  •' 
percent  for  each  of  the  15  years.    The  average  size  of  farm  was  slightly  large 
in  1935  than  in  1920.    Inasmuch  as  some  advance  was  recorded  after  1933.  th 
rate  of  decrease  during  the  13  years  between  1920  and  1933  was  at  more  than 
percent. 

The  state  average  valuation  per  acre  when  expressed  in  terms  of  nation? 
averages  for  each  census,  1850-1935,  reveals  some  striking  developments.  Valus 
tions  per  acre  in  Illinois  were  75  percent  of  the  national  average  in  1850,  12 
percent  in  1860,  between  270  and  275  in  1900,  1910,  and  1920,  and  between  22 
and  225  percent  in  1930  and  1935.  In  the  east  north  central  division  of  state 
Michigan  and  Wisconsin  have  shown  relative  increases  in  land  values  in  terms  C;^ 
national  averages  since  1920,  and  Ohio  and  Indiana  since  1930.  Illinois,  howevei 
lias  reflected  a  relative  loss  of  position,  less  marked  than  that  of  Iowa,  but  mor 
than  that  of  South  Dakota,  Minnesota,  or  Missouri. 
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The  85-year  span  of  farm  value  history  has  witnessed  a  number  of  changes 
in  the  relative  standing  of  districts  within  the  state.  Southern  Illinois  districts, 
Carbondale  and  Harrisburg,  attained  their  highest  relative  valuations  very  early, 
in  1850  and  1860,  and  their  lowest  relative  valuations  in  1930  and  1935,  thus 
showing  persistent  downward  trends  in  ratios.  Bloomington  and  Chicago  dis- 
tricts attained  their  lowest  valuations  in  1850,  and  their  highest  in  1920  and  1925. 

Twelve  counties  in  the  southern  part  of  Illinois  reached  their  lowest  relative 
valuation  in  1925  or  1930,  while  17  counties,  8  along  the  Illinois  River  and  7  in 
southwest  central  Illinois  reached  their  lowest  relative  valuations  in  1935. 


Fig.  2. — Relative  Changes  by  Districts  of  Real  Estate  Values  in  Illinois 
From  1925-1935  the  northeast  group  was  at  about  the  same  level  as  in  1910,  the  southern 
group  was   lower,   and   the   west   central   and   northwest   groups   higher.    The   notable   shift 
culminating  in  1920  was  most  marked  in  the  northeast  group. 


Between  1925  and  1935  the  valuation  of  land  and  buildings  per  acre  in  four 
district  groups,  southern,  northeast,  west  central  and  northwest,  were  fairly 
stable  in  relation  to  the  state  average,  (Fig.  2),  but  during  the  decade  or  more 
prior  to  1925  land  boom  conditions  had  notable  effects  in  the  standing  of  the 
groups.   The  northeast  group  had  marked  vicissitudes. 

While  space  limits  do  not  favor  an  exhaustive  analysis  of  factors  influencing 
these  changes,  especially  changes  in  the  nation  as  a  whole,  it  may  be  noted  that 
in  the  period  of  most  rapid  upward  movement  of  real  estate  values,  prior  to  1920, 
differences  between  areas  widened  markedly,  and  in  periods  of  falling  real  estate 
prices  differences  were  shrinking.  Districts  in  which  commercial  farming  has 
been  most  emphasized  have  tended  to  show  greatest  changes  both  upward  and 
downward.  Commercial  opportunities  have  had  fluctuating  significance  and  have 
caused  real  estate  values  to  react  to  their  tendencies  to  ebb  and  flow. 

C.  L.  Stewart  and  W.  J.  Wills 

Corn  Prices  in  Years  of  Short  Crops.  As  one  of  the  shortest  corn  crops 
on  record  is  being  harvested  this  year,  farmers  who  wish  to  appraise  market  pros- 
pects during  the  next  few  months  should  give  special  attention  to  the  course  of 
prices  during  previous  years  of  short  crops.  In  such  years  it  has  not  been  the 
rule  for  prices  to  have  a  typical  seasonal  movement.  Instead  of  being  lowest  in  the 
late  fall  or  early  winter  and  then  raising  gradually  until  May  or  June,  prices 
following  very  short  harvests  have  commonly  been  highest  in  December  or  Jan- 
uary. Tn  years  of  moderately  short  crops,  on  the  other  hand,  the  movement  of 
prices  through  the  season  has  been  much  more  nearly  normal,  with  the  lowest 
>rices  being  reached  in  the  late  fall  or  winter  months. 
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Since  1900  there  have  been  three  corn  crops  of  less  than  2  billion  bushels, 
those  of  1901,  1934,  and  1936.  In  addition  to  these  years  of  extremely  short  crops, 
there  have  been  four  years,  1913,  1924,  1930,  and  1935,  when  the  crop  was  less 
than  2.3  billion  bushels.  Production  data  for  each  of  these  seven  years  is  given  in 
the  following  table: 

Total  Corn  Prod,  per 

Corn  production  hog,  January  1 

Year  (1,000,000  bu.)  (bushels) 

1^91 }   U2  l\\    1    Crops  of  less  than 

i936.:::::::::::::::::::::::::::::::::  \  ill  lli  I  2.000.000.000 bushels 

1913 2.273  42.2  1     ^  .    , 

io7A  ->   ina  i±  <;         Crops  between 

\lil ir\fX  „,         2,000,000  and 

J™ ^^  ^g*  |     2,300,000.000  bushels 

It  is  to  be  noted  that  1924  falls  in  the  class  of  the  extremely  short  crops,  when 
considered  in  relation  to  the  number  of  hogs  to  be  fed,  there  being  only  34.5 
bushels  of  corn  produced  per  hog  in  that  year. 

From  Figure  3  it  may  be  seen  that  thus  far  during  the  current  year  corn 
prices  have  moved  more  as  they  did  in  1924-25  than  in  either  of  the  other  years 
of  extremely  short  crops.  In  both  1901  and  1934,  the  rise  from  May  to  August 
was  much  less  than  this  year.  There  are  also  other  important  similarities  betweer 
1924-25  and  the  current  season.  Prices  of  hogs  and  cattle  are  at  approximate!) 
the  same  levels  as  on  the  corresponding  date  of  1924,  and  much  above  the  levels 


'apr.  may  june  july  aug.  sep oct.  nov  dec.  jan  feb  mar.  apr.  may  june  july 
Fig.  3. — Pricks  of  Corn  in  Ykars  of  Extremely  Short  Crops 


of  1901  and  1934.  Business  activity  has  been  increasing  rapidly  in  recent  month 
and  is  approaching  "normal",  as  was  also  the  case  during  the  latter  half  of  192^ 
In  1901  business  activity  was  above  normal  and  decreasing  slowly,  and  in  193 
it  was  far  below  normal. 

One  of  the  most  difficult  questions  concerning  the  probable  movement  o 
corn  prices  during  the  remainder  of  the  current  season  is  whether  prices  wi 
again  rise  to  as  high  levels  as  were  reached  last  August.  In  Table  No.  4  are  show 
monthly  prices  of  corn  for  all  the  years  since  1900  when  the  crop  has  been  est: 
mated  at  less  than  2.3  billion  bushels.  The  year  V>24  has  been  classified  alon 
with  1901  and  1934  as  a  year  of  extremely  short  crop  whereas  1913,  1930  an 
1935  have  been  considered  years  of  moderately  short  crops.  From  this  table  anj 
from  Figure  3  it  will  be  seen  that  for  each  of  the  past  years  of  extremely  shoi 
crops  prices  reached  higher  levels  in  December  or  January  than  in  the  precedirr 
summer.    In  the  years  of  moderately  short  crops,  on  the  other  hand,  prices  weij 
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lower  during  December  and  January  than  in  the  preceding  summer  and  early 
fall.  Both  1930-31  and  1935-36  may  be  treated  as  exceptions.  The  former  because 
it  was  during  the  rapid  down-swing  of  depression  when  virtually  all  prices  were 
falling,  the  latter  because  it  followed  the  extremely  short  crop  of  1934  and  corn 
prices  during  the  midsummer  of  1935  were  more  influenced  by  the  previous  crop 
than  by  that  of  1935.  The  experience  of  1913-14  though  it  provides  only  a  single 
instance  may  be  fairly  typical  of  price  movements  in  years  of  moderately  short 
crops.    It  is  also  to  be  borne  in  mind  that  too  great  a  rise  from  April  to  August 


Table  4. — Corn:  Prices  of  No.  3  Yellow  at  Chicago  in  Selected  Years,  Cents  per  Bushel 


b 


April 

May 

June 

July 

August. . . 
September 
October .  . 
November 
December 
January. . 
February. 
March .  .  . 

April 

May 

June 

July 


Vears  of  extremely  short  crops 


1901-02      1924-25 


42 
43 
42 
48 
56 
56 
56 
60 
64 
62 
59 
59 
62 
62 
63 
65 


77 
77 
82 
109 
117 
114 
110 
111 
120 
124 
122 
117 
105 
115 
113 
108 


1934-35 


47 
5  1 
58 
64 
77 
80 
78 
83 
93 
91 
88 
83 
89 
88 
85 
85 


Average 


55.3 
57.0 
60.7 
73.7 
83.3 
83.3 
81.3 
84.7 
92.3 
92.3 
89.7 
86.3 
85.3 
88.3 
87.0 
86.0 


Years  of  moderately  short  crops        This  year 


1913-14     1930-21 


55 
57 
6(1 
62 
74 
75 
70 
72 

66 

62 
62 
64 
67 
70 
72 
71 


82 
79 
79 

82 
99 

<)4 
82 
71 

66 

65 
61 

6(1 

58 
56 
58 

57 


1935-36 


85 
85 
81 
83 
82 
62 
59 
61 

61 

61 
63 
63 
64 
86 


Average 


75.3 
74.7 
74.7 
76.3 
84.7 
84.0 
78.0 
68.3 
64.7 
62.7 
61.3 
61.7 
62.7 
63.0 
64.7 
71.3 


1936-37 


63 
63 
64 
86 
114 
112 


in  a  year  of  an  extremely  short  crop  might  result  in  prices  during  August  reaching 
levels  higher  than  the  following  December  or  January  even  though  the  course  of 
prices  should  otherwise  correspond  to  the  experience  of  other  years  of  extremely 
short  crops. 

The  tendency  for  corn  prices  to  be  higher  in  December  than  in  August  of 
years  of  extremely  short  crops  appears  to  be  due  to  the  influence  of  very  small 
receipts  during  November  and  December.  Only  a  small  part  of  the  crop  is  mar- 
keted in  the  form  of  grain  and  the  reduction  in  marketings  is  more  than  in 
proportion  to  the  reduction  in  the  crop  unless  prices  are  very  attractive  to  corn 
growers. 

The  tendency  for  prices  to  recede  somewhat  from  mid-winter  to  late  spring 
is  apparently  due  in  part  to  the  fact  that  the  new  Argentine  crop  becomes  available 
.during  our  spring  months  and  in  part  to  the  reduction  in  hog  numbers  which 
results  from  every  extremely  short  corn  crop.  Indeed,  following  every  important 
reduction  of  hog  numbers,  regardless  of  its  cause,  corn  prices  usually  either 
decline  between  December  and  May  or  fail  to  make  their  normal  seasonal  advance. 

In  appraising  prospects  for  the  current  season  it  should  be  noted  that  while 
the  number  of  bushels  produced  is  very  small,  the  number  of  bushels  per  hog  is 
slightly  larger  than  in  1924.  While  the  spring  pig  crop  showed  an  increase,  still 
the  corn  supply  is  surely  more  nearly  adequate  for  the  hogs  now  on  hand  than 
was  the  case  in  1901  or  1934.  The  reduction  of  hog  numbers  from  January  1,  1936 
'.'»  January  1.  1937,  is  likely  to  be  much  less  than  that  which  occurred  during 
1034.    Corn  loans  or  other  governmental  measures  may  also  affect  the  course  of 

,rices-  T7    T    w 

E.  J.  Working. 

Original  data  for  Tables  A  and  B  were  obtained  from  the  following  sources:  (1)  Bureau  of  Agri- 
'tiltural  Economics,  U.S.D.A.  Beginning  with  January,  1936,  cash  income  to  Illinois  farmers  includes  the 
"evised  estimates  of  the  Bureau.  (2)  Illinois  Crop  Reporting  Service,  Illinois  State  Department  of  Agricul- 
ure.  and  U.  S.  Department  of  Agriculture,  cooperating;  (3)  Monthly  data  include  an  average  of  current 
nonth  with  eleven  preceding  months;  (4)  Federal  Reserve  Board;  (5)  National  Industrial  Conference 
3oard.    For  explanations  of  computations,  see  Number  2,  July,   1935. 
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Table  A. — Indexes  of  Business  Conditions,  Same  Month,  1921-1929  =  100 


1929 

1930 

1931 

1932 

1933 

1934 

1935 

Aug.,  1935 
May,  1936 
June,  1936 
July,  1936 
Aug.,  1936 


Whole- 
sale 
prices  of 

Farm 

prices 

all  com- 
modities 
(U.  S.)1 

Illinois2 

United 
States' 

97 

109 

103 

88 

95 

89 

74 

65 

61 

66 

44 

46 

67 

47 

49 

76 

64 

64 

82 

88 

76 

82 

89 

75 

81 

80 

74 

82 

82 

76 

83 

90 

82 

83 

101 

87 

Cash  income  to 
Illinois  farmers 


Millions' 


£548.6 

459.7 

309.5 

228.7 

276.7 

306.1 

362.1 

31.5 

39.7 

41.0 

50.4 


Indexes3 


108 
91 
61 
45 
55 
60 
72 
71 
75 
78 
82 


Prices 
paid  by 
farmers 
for  com- 
modities 
bought 
(U.  S.)> 


100 
96 
82 
71 
70 
80 
82 
82 
79 
78 
81 
83 


Pur- 
chasing 
power  of 
income  to 

Illinois 
farmers 


108 
95 
74 
63 
79 
75 
88 
87 
95 
100 
101 


Factory- 
payrolls 
in  the 
United 
States' 


112 

90 
68 
48 
49 

64 
72 
72 
81 
81 
84 
84 


Cost  of 
living 
in  the 
United 
States* 


99 
95 
86 
77 
74 
78 
82 
82 
84 
86 
85 
86 


Pur- 
chasing 
power  of 
factory 
payrolls 


113 
95 
79 
62 
66 
82 


96 
94 
99 
98 


Table  B. — Prices  and  Price  Indexes  of  Illinois  Farm  Products 


Product 


Corn,  bu 

Oats,  bu 

Wheat,  bu 

Barley,  bu 

Hogs,  cwt 

Beef  cattle,  cwt. 

Lambs,  cwt 

Milk  cows,   head 
Veal  calves,  cwt. 

Sheep,  cwt 

Horses,  head .  .  . 
Butterfat,  lb.. . . 

Milk,  cwt 1.49 

Eggs,  doz .19 

Chickens,  lb .12 

Wool,  lb 19 

Apples,  bu .71 

Hay,  ton 13.90 

Potatoes,  bu.. 

Illinois  index  of  farm  prices 


Prices 


Sept.  average 


1910-14 


$       .66 
.36 

.90 

.61 
7.98 
6.18 
5.60 
54.00 
7.54 
4.04 
150.00 


1921-29 


5       .81 

.36 

1.16 

.60 

10.02 

8.22 

10.79 

71.00 

10.99 

5.89 

85.00 

.39 

2.26 

.30 

.21 

.33 

1.24 

12.39 

1.26 


Sept. 
1935 


$       .75 

.24 

.88 

.42 

11.00 

8.30 

8.00 

52.00 

8.60 

3.40 

102.00 

.24 

1.45 

.25 

.16 

.21 

.60 

7.50 

.65 


Aug. 
1936 


$    1.04 

.39 

1.06 

.99 

10.60 

7.20 

8.60 

54.00 

7.50 

3.70 

106.00 

.34 

1.95 

.20 

.16 

.30 

1.20 

11.70 

1.60 


Sept. 
1936 


$    1.07 

.40 

1.06 

1.00 

10.30 

7.50 

8.50 

56.00 

8.30 

3.55 

106.00 

.34 

2.00 

.22 

.15 

.29 

1.20 

12.40 

1.50 


Indexes:    same  i 

nonth 

1921-1929  = 

100 

Sept. 

Aug. 

Sept. 

1935 

1936 

1936 

93 

125 

132 

67 

108 

111 

76 

91 

91 

70 

160 

167 

110 

106 

103 

101 

89 

91 

74 

81 

79 

73 

76 

79 

78 

72 

76 

58 

66 

60 

120 

122 

125 

61 

92 

87 

64 

86 

88 

84 

82 

76 

76 

74 

73 

63 

92 

87 

48 

94 

97 

60 

95 

100 

52 

118 

119 

88 

96 

101 

1_5For    sources    of   data    in    tables   see   previous    page. 
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General  Business  Conditions.  The  general  business  situation  during  Oc- 
tober was  one  of  continued  activity  with  nearly  all  lines  showing  decided  improve- 
ment. According  to  the  United  States  News,  the  business  situation  was  better 
than  in  September  for  32  states  including  Illinois,  receded  slightly  in  10,  and  re- 


Fig.  1. — Purchasing  Power  of  Illinois  Farm  Income,  and  Factory 
Payrolls  in  the  United  States,  1929-1936 


mained  unchanged  in  6  states.  Distribution  as  measured  by  freight  car  loadings 
reached  a  new  peak  during  October.  Record  production  was  reported  for  numer- 
ous  industries,  including  electric  power,  boots  and  shoes,  and  certain  lines  of 
textiles. 

The  two  factors  which  are  likely  to  be  most  influential  in  causing  increased 
business  activity  during  the  rest  of  the  year  are: 

1.  The  unprecedented  wave  of  announcements  by  corporations  of  promises 
:o  release  huge  amounts  of  cash  dividends  to  stockholders  before  Christmas. 

2.  The  substantial  wage  increases  or  bonuses  to  workers  offered  by  a  large 
lumber  of  employing  groups,  particularly  in  the  steel  industries,  sections  of  the 
lutomobile  industry,  and  parts  of  the  oil  industry. 

The  principal  reason  for  this  sudden  action  of  corporations  in  announcing 
'xtra  dividends,  increasing  wages,  or  paying  bonuses,  is  attributed  to  an  effort  to 


'rinted    in    furtherance    of    the    Agricultural    Extension    Act    approved    by    Congress    May    8,    1914.     H.    W. 
Mumiord,    Director,    Extension    Service    in    Agriculture    and    Home    Economics,    University    of    Illinois 


avoid  paying  the  new  surtax  on  the  undistributed  corporate  earnings  which,  ac- 
cording to  law,  becomes  payable  in  March,  1937.  By  distributing  net  earnings 
to  stockholders  and  wage  earners,  corporations  can  limit  their  tax  payments  to  a 
levy  ranging  from  8  to  15  percent.  If  they  retain  those  earnings,  they  would  have 
to  pay  a  surtax  ranging  from  7  to  27  percent  in  addition  to  the  base  corporation  i 
income  tax.  The  net  profits  of  245  corporations  whose  third  quarter  reports  were 
available,  were  63.3  percent  higher  for  the  first  nine  months  of  1936  than  during  I 
the  same  period  in  1935,  according  to  the  report  of  the  National  City  Bank. 

While  direct  returns  will  be  materially  reduced,  it  is  expected  that  the  yield 
to  the  government  from  both  direct  and  indirect  taxes  on  corporate  earnings  will 
be  as  large  as  would  have  been  received  had  no  extra  dividends,  wage  increases, 
or  bonus  payments  been  made  because  of:  (1)  large  returns  expected  from  the 
base  corporation  income  tax  ranging  from  8  to  15  percent,  which  will  continue  to 
be  in  force;  (2)  income  from  surtax  of  7  to  27  percent  on  undistributed  corporate 
earnings;  (3)  higher  individual  income  taxes  resulting  from  higher  dividend 
payments  to  stockholders;  and  (4)  higher  individual  income  taxes  by  individuals 
benefiting  from  increased  expenditures  of  wage-earners. 

Material  increases  in  trade  between  now  and  Christmas  are  expected  as  a, 
result  of  increases  in  wages  and  bonus  payments,  together  with  the  general  in- 
crease in  the  purchasing  power  of  consumers  which  has  been  taking  place. 

The  index  of  the  purchasing  power  of  income  to  Illinois  farmers  in  Septem-, 
ber,  1936,  was  104,  or  18  percent  higher  than  in  September  a  year  ago.    During 
the  past  four  years  incomes  received  by  Illinois   farmers  have  increased  much 
more  rapidly  than  prices  paid  by  farmers  for  commodities  bought.    Factory  pay-1 
rolls  in  the  United  States  also  have  increased  much  more  rapidly  since  1932  than 
the  cost  of  living.    The  annual  changes  in  the  purchasing  power  of  income  tcj 
Illinois  farmers  and  of  factory  payrolls  in  the  United  States  from  1929  to  193C 
are  shown  in  Fig.  1. 

Illinois  Farm  Prices.    Price  declines  were  registered  in  October  for  13  olj 
the  19  Illinois  farm  products  shown  in  Table  B,  when  corrected  for  changes  ii 
seasonal  variation.    The  greatest  price  declines  were  shown  for  potatoes,  apples 
butterfat,  oats,  and  eggs.    Slighter  declines  in  prices  were  shown  for  corn,  sheep, 


Table  1. — Cold  Storage  Holdings  in  the  United  States  in  Thousands1 


Total  meats,  pounds 

Pork,  pounds 

Lard,  pounds 

Beef,  pounds 

All  poultry,  pounds 

Broilers,  pounds 

Total  eggs,  case  equivalent. 

Eggs,  shell,  cases 

All  cheese,  pounds 

Butter,  creamery,  pounds, 
Apples,  bushels 


5-yr.  average 
1931-35 


533,092 

410, (.31 
70,818 

(,0,708 

60,379 
13,121 

7,131 
1,684 

101,011 

102,961 

28,637 


November  1 


722,880 

504.737 

105,519 
108,399 

73,401 
18,515 
7,168 
4,633 

118,008 
111.073 
31,224 


361,592 

240,663 

40,702 

65,464 

53.156 
9.223 
7,15') 
1,64  1 

111,731 
120,210 

30,827 


540,253 

352,260 

94,495 

104,680 

105.078 

25,001 

6,133 

3,790 

1  IS, 'MS 

105,319 
25,132 


Nov.  1,  1936 

Percent  of    ( 
5-yr.  average 


101 

86 

133 

172 

174 

196 

84 

81 

118 

102 

88 


'Data  from  Bureau  of  Agricultural  Economics,  U.  S.  1  »     \. 
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chickens,  lambs,  hogs,  wool,  milk,  and  milk  cows.  Illinois  farm  prices  of  barley, 
hay,  horses,  wheat,  beef  cattle,  and  veal  calves,  increased  from  September  to 
October.  The  combined  index  of  Illinois  farm  prices  declined  from  101  in 
September  to  98  in  October. 

Cold  Storage  Holdings  and  Movements.  On  November  1,  1936,  the 
nation's  ice  box  was  more  heavily  stocked  than  average  for  the  same  month 
during  the  five-year  period,  1931-35  (Table  1).  While  cold  storage  holdings  of 
pork  were  14  percent  below  average,  stocks  of  beef  and  mutton  were  relatively 
high  accounting  for  total  stocks  of  meats  slightly  above  average.  Supplies  of 
eggs  and  apples  were  also  lighter  than  usual,  but  those  of  poultry,  cheese,  butter, 
and  lard  were  above  average.  As  compared  with  1934,  however,  storage  holdings 
of  all  these  products  except  poultry  were  lighter. 

Movements  into  and  out  of  storage  help  to  distribute  the  highly  seasonal 
marketing  of  many  perishable  products  over  a  longer  consumption  period,  and 
thereby  act  as  a  price  stabilizing  influence.  Were  it  not  for  storage  supplies,  the 
price  of  eggs  would  be  much  lower  during  March,  April,  and  May  when  pro- 
duction is  heavy,  and  much  higher  in  October,  November,  and  December  when 
production  is  low. 

A  part  of  the  meats  in  storage  are  those  in  curing  processes.  Storage  hold- 
ings of  pork  usually  are  lowest  about  November  1,  and  increase  with  the  seasonal 
marketing  of  spring  pigs.  The  peak  in  storage  stocks  occurs  in  late  spring  or 
summer,  varying  somewhat  with  the  kind  of  curing  used.  Stocks  of  lard  are 
lowest  about  December  and  highest  in  August.  Poultry  is  held  largely  in  a  frozen 
condition,  with  the  lowest  storage  stocks  about  August,  and  the  highest  in  January 
nr  February.  Eggs,  both  fresh  and  frozen  have  lowest  stocks  in  storage  in  March 
and  the  highest  in  August.  Holdings  of  cheese  are  lowest  in  May  and  high  in  Sep- 
tember and  October ;  butter  stocks  are  least  in  April  and  high  in  August  and 
September.  Apples  are  largely  in  storage  by  November  1,  and  have  been  largely 
noved  out  by  June  1. 

The  amount  of  cold  storage  holdings  is  of  interest  to  consumers,  since  it 
iffects  the  supplies  of  foods  available  to  them.  When  farm  marketings  of  any  of 
hese  products  are  unusually  large,  there  is  ordinarily  a  heavy  into-storage  move- 
nent  which  reduces  the  supply  put  on  retail  markets.  On  the  other  hand,  when 
arm  marketings  are  small,  the  out-of-storage  movement  supplements  them.  This 
situation  regularly  prevails  from  one  season  of  the  year  to  another  because 
•torage  operators  are  able  to  anticipate  the  nature  of  seasonal  changes  in  market- 
ngs  of  fresh  foodstuffs.  It  is  much  more  difficult  to  anticipate  correctly  unusual 
hanges  in  marketings  over  longer  periods ;  nevertheless  there  are  times  when 
tocks  are  built  up  to  unusually  high  levels  for  the  season  of  the  year  in  antici- 
>ation  of  a  favorable  market  at  a  later  time  when  fresh  supplies  will  be  smaller 
han  usual.  The  rather  heavy  current  storage  holdings  reflect  the  belief  of  storage 
perators  that  decreased  marketings  are  to  be  expected  for  some  months,  with 
easonal  price  advances  somewhat  greater  than  usual. 


Original  data  for  Tables  A  and  B  were  obtained  from  the  following  sources:  (1)  Bureau  of  Agri- 
Jltural  Economics,  U.S.D.A.  Beginning  with  January,  1936,  cash  income  to  Illinois  farmers  includes  the 
:vised  estimates  of  the  Bureau.  (2)  Illinois  Crop  Reporting  Service,  Illinois  State  Department  of  Agricul- 
lre.  and  U.  S.  Department  of  Agriculture,  cooperating;  (3)  Monthly  data  include  an  average  of  current 
lonth  with  eleven  preceding  months;  (4)  Federal  Reserve  Board;  (5)  National  Industrial  Conference 
card.    For  explanations  of  computations,  see  Number  2,  July,   1935. 
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Table  A. — Indexes  of  Business  Conditions,  Same  Month,  1921-1929  =  100 


1929 

1930 

1931 

1932 

1933 

1934 

1935 

Sept.,  1935 
June,  1936 
July,  1936. 
Aug.,  1936 
Sept.,  1936 


Whole- 
sale 
prices  of 
all  com- 
modities 
(U.S.)' 


97 
88 
74 
66 
67 
76 
82 
82 
82 
83 
83 
83 


Farm  prices 


Illinois* 


109 
95 
65 
44 
47 
64 


82 

90 

101 

101 


United 
States" 


103 

89 

61 
46 
49 
64 
76 
75 
76 
82 
87 
87 


Cash  income  to 
Illinois  farmers 


Millions' 


£548.6 

459.7 

309.5 

228.7 

276.7 

306.1 

362.1 

30.3 

41.0 

50.4 

44.3 

34.4 


Indexes8 


108 
91 
61 
45 
55 
60 
72 
70 
78 
82 
85 
86 


Prices 
paid  by 
farmers 
for  com- 
modities 
bought 
(U.  S.)' 


100 
96 
82 
71 
70 
80 
82 
80 
78 
80 
82 
83 


Pur- 
chasing 
power  of 
income  to 
Illinois 
farmers 


108 

95 

74 
63 
79 

75 


100 
102 
104 
104 


Factory- 
payrolls 
in  the 
United 
States* 


112 
90 
68 
48 
49 
64 
72 
73 
81 
84 
84 
83 


Cost  of 
living 
in  the 
United 
States* 


99 
95 
86 
77 
74 
78 
82 
82 
86 
85 
86 
86 


Pur- 
chasing 
power  of 
factory 
payrolls 


113 
95 
79 
62 
66 
82 
88 
89 
94 
99 
98 
97 


Table  B. — Prices  and  Price  Indexes  of  Illinois  Farm  Products 


Product 


Corn,  bu 

Oats,  bu 

Wheat,  bu 

Barley,  bu 

Hogs,  cwt 

Beef  cattle,  cwt.. 

Lambs,  cwt 

Milk  cows,   head 
Veal  calves,  cwt.. 

Sheep,  cwt 

Horses,  head .... 

Butterfat,  lb 

Milk,  cwt 

Eggs,  doz 

Chickens,  lb 

Wool,  lb 

Apples,  bu 

Hay,  ton 

Potatoes,  bu 


Prices 


Oct.  average 


1910-14 


$     .61 

.37 

.91 

.63 

7.58 

6.06 

5.64 

55.00 

7.52 

3.98 

149.00 


1.69 
.22 
.11 
.19 
.71 
13.83 
.78 


1921-29 


I. 


.74 

.38 

18 

.59 

9.62 

8.07 

10.61 

72.00 

10.92 

5.69 

84.00 

.41 

2.30 

.35 

.20 

.33 

1.37 

12.45 

1.21 


Oct. 
1935 


$     .74 

.25 

1.01 

.44 

10.00 

8.10 

8.20 

52.00 

8.50 

3.55 

106.00 

.25 


.50 
.26 
.15 
.22 
.65 
.10 
.65 


Sept. 
1936 


$    1.07 
.40 

1.06 

1.00 

10.30 

7.50 

8.50 

56.00 

8.30 

3.55 

106.00 

.34 

2.00 

.22 

.15 

.29 

1.20 

12.40 

1.50 


Oct. 
1936 


$       .94 

.39 

1.10 

1.04 

9.60 

7.40 

8.00 

56.00 

8.40 

3.15 

107.00 

.32 

2.00 

.25 

.13 

.28 

1.20 

12.80 

1.30 


Illinois  index  of  farms  prices. 


Indexes:    same  month 
1921-1929  =  100 


Oct. 
1935 


100 
66 

86 

75 
104 
100 
77 
72 
78 
62 
126 
61 
65 
74 
78 
67 
47 
57 
54 


Sept. 
1936 


132 
111 

91 

167 

103 

91 

79 

79 

76 

60 

125 

87 

89 

76 

73 

87 

97 

100 

119 

101 


Oct. 
1936 


127 

103 

93 

176 

100 

92 

75 

78 

77 

55 

127 

78 

87 

70 

68 

85 

88 

103 

107 

98 


'-'For   sources   of  data   in   tables   see   previous   page. 
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Illinois  Farm  Economics 

Department  of  Agricultural  Economics,  College  of  Agriculture  and  Agricultural  Experi- 
ment Station,  in  cooperation  with  the  Extension  Service  in  Agriculture 
and  Home  Economics,  University  of  Illinois 

Urbana  December,   1936  Number  19 

The  Agricultural  Outlook  for  1937 
The  following  brief  summary  of  the  outlook  for  Illinois  farm  products  is 
reprinted  from  the  annual  Agricultural  Outlook  for  Illinois,  published  recently 
by  the  College  of  Agriculture  and  from  which  complete  copies  may  be  obtained. 
Further  improvement  in  the  demand  for  farm  products  is  expected 
in  1937.    Business  activity,  particularly  in  the  durable-goods  industries, 
continues  to  increase.    Unemployment,  however,  is  still  at  a  high  level; 
and  the  volume  of  agricultural  exports  will  remain  at  a  low  level.   Grain 
prices  will  remain  at  a  rather  favorable  level  at  least  until  the  harvesting 
of  new  crops.    Livestock  prices,  particularly  of  beef  cattle  and  hogs,  are 
expected  to  increase  in  1937.   Unfortunately  farmers  in  the  western  and 
southern  sections  of  Illinois  will  be  short  of  feed,  and  consequently  will 
be  unable  to  realize  the  full  advantage  of  the  higher  price-level. 

Farm  Family  Living.  Cash  income  available  for  farm  family  living  in 
Illinois  for  1937  will  likely  be  larger  than  for  any  year  since  1932.  A 
slight  upward  trend  may  be  experienced  in  prices  of  goods  which  farm 
families  purchase. 

Feeds.  The  supply  of  feed  grains  per  grain-consuming  animal  unit 
for  the  current  feeding  season  is  about  the  same  as  in  the  drouth  year 
of  1934,  but  is  approximately  25  percent  less  than  the  1928-1932  average. 
Hay  supplies  are  relatively  more  plentiful  than  grains. 

Corn.  If  corn  prices  in  1936-37  follow  the  same  trend  as  in  other 
years  after  very  short  corn  crops,  they  will  be  highest  in  December  or 
January  instead  of  rising  from  December  to  May,  as  is  typical  in  years 
following  larger  crops. 

Insects.  Unless  late  spring  weather  is  wet  and  cool,  grasshopper 
and  chinch  bug  damage  will  be  unusually  serious,  except  in  the  extreme 
northern  and  southern  sections  of  the  state. 

Wheat.  With  the  present  large  acreage  of  winter  wheat,  production 
in  1937  will  exceed  average  domestic  consumption  unless  yields  are 
25  percent  below  average. 

Soybeans.  Demand  for  soybeans  continues  active.  The  1936  crop, 
altho  28  percent  below  the  1935  crop,  is  the  second  largest  ever  pro- 
duced in  the  United  States. 

Broomcorn.  If  the  1937  broomcorn  acreage  is  as  large  as  in  1936, 
and  an  average  yield  is  secured,  a  surplus  and  an  accompanying  low 
price  will  result. 

Forage  Seeds.  The  1936  production  of  the  more  important  clover 
and  grass  seeds  was  much  below  normal.  Heavy  importations  of  forage 
seeds,  some  of  which  are  poorly  adapted,  are  expected  before  seeding 
time. 

'rinted    in    furtherance    of    the    Agricultural    Extension    Act    approved    by    Congress    May    8,    1914.     H.    W. 
Mum  ford,    Director,   Extension    Service    in    Agriculture   and    Home    Economics,    University   of   Illinois 


Beef  Cattle.  Total  slaughter  of  both  cattle  and  calves  is  expected 
to  be  smaller  in  1937  than  in  1935  or  1936  but  larger  than  the  1929-1933 
average.  Further  improvement  in  demand  and  somewhat  higher  prices 
are  expected. 

Hogs.  The  number  of  hogs  for  slaughter  in  the  1936-37  marketing 
year,  which  began  October  1,  is  expected  to  be  from  10  to  15  percent 
larger  than  in  the  two  preceding  years  but  about  20  percent  less  than 
the  average  of  the  five  years  prior  to  1934. 

Sheep  and  Wool.  Because  of  the  probable  ample  supply  of  fed  lambs 
during  the  present  winter,  prices  are  not  expected  to  average  higher  than 
those  of  a  year  earlier.  The  wool  situation  for  1937  is  expected  to  be 
about  the  same  as  for  1936. 

Horses  and  Mules.  Demand  for  work  stock  is  expected  to  continue 
strong  for  the  next  few  years.  The  low  point  in  the  downward  trend 
in  horse  and  mule  numbers  on  farms  is  expected  to  be  reached  in  four 
or  five  years. 

Dairy  Products.  The  decline  in  consumption  of  fluid  milk,  cream, 
and  ice  cream,  which  occurred  during  the  depression,  has  been  halted, 
and  consumption  is  now  increasing.  Increasing  purchasing  power  of 
consumers  is  a  particularly  important  factor  in  the  improved  dairy 
outlook. 

Poultry  and  Eggs.  Poultry  producers  are  confronted  with  a  de- 
cidedly unfavorable  feed-egg  ratio  for  the  first  half  of  1937,  but  with 
normal  crop  conditions  the  ratio  should  become  more  favorable  in  the 
last  half  of  the  year. 

Fruits.  Present  acreages  of  apple  trees  in  Illinois  should  be  main- 
tained. Moderate  increases  in  peach,  pear,  raspberry,  and  strawberry 
plantings  are  justified. 

Vegetables.  Vegetable  prices  are  expected  to  be  maintained  at  about 
the  same  level  as  in  1936,  improvement  in  consumer  buying  power 
offsetting  the  expected  increases  in  vegetable  acreages. 

Changes  in  Retail  Distribution  Methods.  Within  the  past  two  decades 
there  has  been  an  almost  revolutionary  shift  in  the  retail  distribution  of  goods  in 
the  United  States.  According  to  the  United  States  Census  of  Distribution,  chain 
store  sales,  which  in  1920  amounted  to  $1,400,000,000  or  4  percent  of  the  total 
retail  sales,  by  1929  had  increased  to  $9,800,000,000  or  20  percent  of  total  sales. 
This  large  increase  in  chain  store  sales  occurred  during  a  period  of  city  prosperity. 
P>y  1933,  because  of  the  depression,  total  value  of  retail  sales  had  declined  to  aboul 
half  that  of  1929.  During  this  period,  chain  store  sales  declined  less  than  sales 
nf  independent  stores,  so  that  in  1933  sales  of  chains  amounted  to  2?.  1  percent  ol 
total  retail  sales.  Next  to  variety,  and  shoe  stores,  grocery  stores  have  had  th( 
most  rapid  growth  in  the  chain  store  field.  In  1933,  chain  store  sales  of  groceries 
and  meats  were  44.1  percent  of  total  sales  of  these  products. 

During  this  same  period  retail  distribution  has  also  been  affected  by  tin 
growth  of  consumer  cooperatives.  These  are  of  two  types:  (  1  )  those  organized  b} 
groups  of  farmers  to  supply  goods  used  largely  in  farm  production,  and  (2)  thos< 
organized  by  city  groups  to  supply  finished  goods  to  city  consumers.  The  latte: 
group  has  not  been  a  significant  competitive  Influence  in  the  United  States,  an< 
in  spite  of  the  wide  publicity  given  them  in  the  past  few  months,  their  progres . 
in  this  country  during  the  next    few  years  is  likelv  to  he  slow    both  because  o 
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their  inability  to  compete  with  chain  stores  and  because  of  the  shifting  and  hetero- 
geneous population  found  in  most  cities.  In  1934-35  consumer  cooperatives  in 
urban  areas  did  an  estimated  business  of  $115,000,000. 

The  growth  of  cooperatives  which  supply  goods  used  in  agricultural  produc- 
tion, however,  has  been  rapid.  From  an  estimated  value  of  less  than  $25,000,000 
in  1915,  the  value  of  farm  supplies  purchased  cooperatively  increased  to 
$76,000,000  in  1924,  and  to  $125,000,000  in  1929,  according  to  the  United  States 
Census.  Rv  1934-35  cooperative  associations  purchasing  farm  supplies  did  an 
estimated  business  of  more  than  $250,000,000,  and  in  1935-36,  of  $309,000,000,  ac- 
cording to  the  Farm  Credit  Administration.  (Cooperative  activity  in  the  market- 
ing of  farm  products  is  not  included).  While  data  for  the  past  two  years  cannot 
be  compared  directly  with  the  earlier  Census  data,  they  indicate  the  upward  trend 
in  the  growth  of  cooperative  associations  supplying  goods  to  farmers. 

Farmers  are  now  purchasing  farm  supplies  and  general  merchandise  cooper- 
atively in  45  states.  About  45  percent  of  the  2,112  associations  in  the  country 
handle  oil  and  gasoline,  42  percent  feed,  30  percent  seed,  25  percent  fertilizer, 
and  12  percent  coal.  A  million  farmers  are  now  members  of  these  associations. 
In  Illinois  the  estimated  value  of  farm  supplies  handled  by  buying  cooperatives 
increased  from  $11,100,000  in  1934-35  to  $15,220,000  in  1935-36,  an  increase  of 
37  percent.   More  than  three  fourths  of  such  associations  sell  oil  and  gasoline. 

What  have  been  the  underlying  causes  for  the  rapid  growth  in  purchases  thru 
chain  stores  and  farmer  cooperatives  ?  The  basic  principles  underlying  the  oper- 
ation of  both  chain  stores  and  farmer  cooperatives  have  been  rapid  turnover,  sales 
for  cash,  and  giving  to  consumers  the  savings  resulting  from  economies  in 
handling  a  large  volume  of  products. 

Studies  have  shown  that  prices  at  chain  stores  have  ranged  from  7.3  to  14.3 
percent  below  those  of  individual  retailers  in  the  same  cities,  the  average  being  at 
least  10  percent  lower  (Table  1).  Over  a  period  of  fifty  years  the  patronage 
refund  or  savings  of  the  English  consumer  cooperatives  averaged  11  percent. 

In  promoting  sales,  farm  supply  associations  in  the  United  States  have  em- 
phasized quality,  service  and  economy.  While  each  of  these  has  contributed  to 
increased  sales,  it  is  probable  that  the  return  to  members  of  patronage  refunds 
has  been  most  influential  in  bringing  about  the  rapid  growth  in  the  past  15  years. 


Table  1.- 


-summary  of  studies  comparing  chain  store  prices  wlth  prices  of 
Independent  Retailers3 


City 


\lbuquerqueb 

\thens,  Georgiac 

-anastota,  Cazenovia,  Hamilton,  Earlville, 

Sherburned 

^hampaign-Urbana* 

Chicago' 

)urhame 


Percent 

reduction  in 
chain  stores 


10.0 
10.0 

10.0 
8.4 
10.0 
13.8 


City 


Lexingtonh 

London,  Ontario' 

Harvard  Bureau  of  Business  Research'. 
The  Nation* 

124  standard  items 

400  brands,  canned  goods 

Staples,  eggs,  butter,  sugar,  etc.1 


Percent 
reduction  in 
chain  stores 


14.3 
13.6 
10.0 

7.3 
11.0 
11.2 


"From  111.  Agr.  Exp.  Sta.  Mimeo.  Report,  "Economic  Problems  in  the  Retail  Distribution  of  Milk."  October, 
932.  bStudy  of  Myrtle  Rush,  University  of  New  Mexico.  cStudy  of  Maurice  R.  Brewster,  Georgia  School  of 
technology.  dStudy  of  Charles  F.  Phillips,  Colgate  University.  'Study  of  P.  D.  Converse,  University  of  Illinois. 
study  of  James  L.  Palmer  and  Einer  Bjorklund,  University  of  Chicago.  eStudy  of  Malcolm  D.  Taylor,  University  of 
>"orth  Carolina.  hStudy  of  Edgar  Z.  Palmer,  University  of  Kentucky.  'Study  by  H.  A.  White,  University  of  Western 
'ntario.  'Study  made  at  Harvard  University.  kStudy  by  Edward  G.  Ernest  and  Emil  M.  Hartl.  'Study  of  Rebecca  B. 
Eoffman. 

Original  data  for  Tables  A  and  B  were  obtained  from  the  following  sources:  (1)  Bureau  of  Agri- 
ultural  Economics,  U.S.D.A.  Beginning  with  January,  1936,  cash  income  to  Illinois  farmers  includes  the 
evised  estimates  of  the  Bureau.  (2)  Illinois  Crop  Reporting  Service,  Illinois  State  Department  of  Agricul- 
Jre,  and  U.  S.  Department  of  Agriculture,  cooperating;  (3)  Monthly  data  include  an  average  of  current 
lonth  with  eleven  preceding  months;  (4)  Federal  Reserve  Board;  (5)  National  Industrial  Conference 
loard.    For  explanations  of  computations,  see  Number  2,  July,   1935. 
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Table  A. — Indexes  of  Business  Conditions,  Same  Month  1921-1929  =  100 


Whole- 
sale 
prices  of 
all  com- 

Farm 

prices 

Cash  income  to 
Illinois  farmers 

Prices 
paid  by 

Pur- 
chasing 
power  of 

Factory 

Cost  of 

Pur- 

United 

modities 

United 

United 

factory 

(U.  S.)> 

States' 

Millions1 

Indexes8 

bought 
(U.  S.)> 

farmers 

States4 

States* 

payrolls 

1929 

97 

109 

103 

5548.6 

108 

100 

108 

112 

99 

113 

1930 

88 

95 

89 

459.7 

91 

96 

95 

90 

96 

94 

1931 

74 

65 

61 

309.5 

61 

82 

74 

68 

86 

79 

1932 

66 

44 

46 

228.7 

45 

71 

63 

48 

77 

62 

1933 

67 

47 

49 

276.7 

55 

70 

79 

49 

74 

66 

1934 

76 

64 

64 

306 . 1 

60 

80 

75 

64 

78 

82 

1935 

82 
82 

88 
88 

76 
76 

362.1 

33.5 

72 
70 

82 
80 

88 
88 

72 
76 

82 
82 

88 

Oct.,  1935... 

93 

July.,  1936... 

83 

90 

82 

50.4 

82 

80 

102 

84 

84 

100 

Aug.,  1936.  .. 

83 

101 

87 

44.3 

85 

82 

104 

84 

85 

99 

Sept.,  1936.  .  . 

83 

101 

87 

34.4 

86 

83 

104 

85 

85 

100 

Oct.,  1936.... 

83 

98 

84 

35.1 

86 

83 

104 

89 

84 

106 

Table  B. — Prices  and  Price  Indexes  of  Illinois  Farm  Products 


Prices 

Indexes:    same  month 
1921-1929  =  100 

Product 

Nov.  average 

Nov. 
1935 

Oct. 
1936 

Nov. 
1936 

Nov. 
1935 

Oct. 
1936 

Nov. 
1936 

1910-14 

1921-29 

Corn,  bu 

Oats,  bu 

Wheat,  bu 

Barley,  bu 

Hogs,  cwt 

Beef  cattle,  cwt.. 

Lambs,  cwt 

Milk  cows,   head 
Veal  calves,  cwt. . 

Sheep,  cwt 

Horses,  head .... 
Butterfat,  lb 

Milk,  cwt 

Eggs,  doz 

Chickens,  lb 

Wool,  lb 

Apples,  bu 

Hay,  ton 

Potatoes,  bu 

$       .54 

.37 

.91 

.63 

6.94 

5.96 

5.58 

54.00 

7.30 

3.94 

148.00 

1.81 
.27 
.10 
.18 
.79 
13.92 
.71 

$      .67 

.38 

1.18 

.59 

8.69 

7.90 

10.62 

72.00 

10.21 

5.60 

83.00 

.43 

2.34 

.     .44 

.19 

.34 

1.50 

12.91 

1.26 

$     .53 

.24 

.92 

.44 

8.80 

7.70 

8.70 

53.00 

8.90 

3.70 

108.00 

.29 

1.60 

.29 

.16 

.24 

.65 

7.40 

.70 

$     .94 
.39 
1.10 
1.04 
9.60 
7.40 
8.00 
56.00 
8.40 
3.15 

107.00 

.n 

2.00 
.25 
.13 
.28 

1.20 
12.80 

1.30 

$     .95 

.40 

1.09 

1.02 

9.00 

7.80 

7.90 

57.00 

8.30 

3.15 

109.00 

.32 

2.00 

.32 

.12 

.30 

1.30 

12.70 

1.20 

79 

63 
78 
75 

101 
98 
82 
74 
87 
66 

130 
68 
68 
66 
83 
70 
43 
57 
56 
82 

127 

103 
93 

176 

100 

92 

75 

78 

77 

55 

127 

78 

87 

70 

68 

85 

88 

103 

107 

98 

142 

105 
92 

173 

104 
99 
74 
79 
81 
56 

131 
75 
86 
73 
65 
88 
87 
98 
95 

101 

1_5For   sources 

of   data   in 

tables   see 

previous   pa 

?e. 
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Domestic  Business  Conditions.  The  upward  trend  of  industrial  activity, 
temporarily  interrupted  in  January  as  a  result  of  floods  and  strikes,  is  expected 
to  be  resumed  during  the  next  few  months.  The  evidence  pointing  to  continued 
improvement  in  the  purchasing  power  of  consumers  indicates  a  generally  favor- 
able domestic  demand  situation  for  farm  products.  It  appears  unlikely  that  in 
the  near  future  there  will  be  any  material  changes  in  the  foreign  demand  situa- 
tion, and  no  marked  changes  in  the  all-commodity  price  level  are  anticipated. 

— The  Demand  and  Price  Situation,  Feb.,   1937.    U.S.D.A. 

IOOL .       ,        ,, _ r-^.. . 


INDUSTRIAL     EXPORTS 
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1880 
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Fig.  1. — Changes  in  the  Relative  Importance  of  Industrial  and 
Agricultural  Exports  from  the  United  States,  1870-1935 

The  Relation  of  International  Trade  Agreements  to  Incomes  of  Dairy 
Producers.  Changes  in  the  purchasing  power  of  consumers  in  this  country 
depend  primarily  upon  changes  in  the  volume  of  industrial  production.  The 
latter,  in  turn,  depends  upon  effective  demand  for  goods  both  for  domestic  pur- 
poses, and  for  export.  During  the  period  1925-1929,  approximately  95  percent 
of  the  industrial  production  in  the  United  States  was  utilized  at  home  and  the 
remaining  5  percent  was  exported.  While  industrial  exports  make  up  only  a 
small  proportion  of  total  production,  since  1880  they  have  made  up  an  increas- 
ingly large  part  of  our  total  exports  (Fig.  1).  From  1870  to  1880  about  four- 
fifths  of  our  total  exports  were  agricultural  products;  in  contrast,  from  1926 
to  1935  less  than  two-fifths  were  agricultural  products. 

During  the  past  two  years  a  number  of  international  trade  agreements  have 
been  established  in  an  effort  to  increase  the  volume  of  foreign  trade.  Such  an 
increase  must  involve  an  increase  in  both  exports  and  imports,  since  in  the  long 
run  exports  can  be  increased  only  by  an  increase  in  imports.    This  policy  of  in- 


Printed   in   furtherance    of   the   Agricultural   Extension    Act    approved   by   Congress    May   8,    1914.     H.    W. 
Mumford,  Director,  Extension  Service  in  Agriculture  and  Home  Economics,  University  of  Illinois 


creasing  foreign  trade  has  been  questioned  by  some  groups,  particularly  those 
whose  products  are  marketed  in  competition  with  the  import  trade  thus  stimu- 
lated. Inasmuch  as  some  farm  products  are  among  the  favored  imports,  domestic 
producers  of  such  products  frequently  raise  the  question  of  what  effect  this 
policy  of  increasing  foreign  trade  has  upon  their  incomes. 

The  following  analysis  is  an  attempt  to  measure  the  effects  of  trade  agree- 
ments upon  the  incomes  of  dairymen — one  group  directly  involved, — including 
not  only  the  direct  effects  of  increased  importation  of  dairy  products,  but  also 
any  indirect  effects  which  result  from  an  increase  in  foreign  trade. 

Changes  in  factory  payrolls  in  the  United  States  since  1923  have  been  accom- 
panied by  corresponding  changes  in  butter  prices1  (Fig.  2).    From  1930  to  1935 


Fig.  2. — Changes  in  Prices  of  92-Score  Butter  at  New  York  and  Factory 
Payrolls  in  the  United  States,  1919-1936 

(From  U.   S.   Department  of  Agriculture) 

a  change  in  factory  payrolls  of  225  million  dollars  was  associated  with  a  change 
of  one  cent  a  pound  in  the  price  of  butter  (Table  1).  Payrolls  in  factories  pro- 
ducing for  export,  declined  from  513  million  dollars  in  1925-1929,  to  254  million) 
dollars  in  1930-1935,  or  a  decline  of  259  million  dollars  (Table  2).  In  computing 
these  figures  it  was  assumed  that  factory  workers  producing  goods  exported 
received  the  same  proportion  of  the  value  of  these  goods  as  did  those  producing 
goods  used  for  domestic  consumption. 

There  is,  of  course,  uncertainty  concerning  the  extent  to  which  changes  in  1 
butter  juices  were  actually  caused  by  changes  in  factory  payrolls  and  to  what 
extent  they  were  the  result  of  other  factors  which  moved  in  unison  with  payrolls  : 
From  the  viewpoint  of  this  discussion,  however,  the  important  fact  is  that  changes 
in    payrolls   have   constituted   a   rather   accurate   measure   of   changes   in   buttei    ! 
prices,  and  that   from  1930-1935,  a  change  of  225  million  dollars  in  payrolls  wail 
associated  with  a  change  of  one  cent  a  pound  in  butter  prices.    Hence,  it  seem;  1 
reasonable  to  assume  that  the  decline  of  259  million  dollars  in  payrolls  for  produo  t 
tion  of  industrial  exports  was  accompanied  by  a  decline  of  over  one  cent  a  pouncfl 


Uf  these  factors  changed  exactly  together,  the  coefficient  of  correlation  would  be  1.00 
The  actual  coefficient  from  1923  to  193S  was  .986  percent,  indicating  the  close  relationshi] 
which  has  existed  between  changes  in  factory  payrolls  and  butter  prices. 
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Table  1. 


-A  Comparison  of  the  Amounts  of  Changes  in  Factory  Payrolls  with 
Changes  in  Butter  Prices 


Year 

Factory 
payrolls 
in  U.S." 

Amount  payrolls 

were  lower  than 

in  1925-1929 

Price  of  92 -score 
butter  at 
New  York2 

Amount  New  York 

butter  prices  were 

lower  than  for 

1925-1929 

Amount  of  change  in 
factory  payrolls  which 

was  accompanied  by 

each  cent  of  change  in 

butter  prices3 

Average,  1925-29.  . 

1930 

1931 

1932 

1933 

(millions) 

#10  999 

9  518 

7   256 

5  022 

5  106 

6  584 

7  467 

(millions) 

#1   481 

3  743 
5  977 
5  893 

4  415 
3  532 

(cents 
45.87 
36.51 
28.31 
21.00 
21.66 
25.70 
29.79 

per  pound) 

9.36 
17.56 
24.87 
24.21 
20.17 
16.08 

(millions) 

S158 
213 
240 
243 

1934 

1935 

Weighted  average, 
1930-35 

219 

220 

225 

'Data  for  1929-1932  from  Economic  Trends  Affecting  Agriculture,  1933,  p.  33,  U.  S.  Department  of  Agriculture; 
data  for  1933-1935  based  upon  indexes  of  the  Federal  Reserve  Board. 

2From  U.  S.  Department  of  Agriculture. 

3Factory  payrolls  in  1930  were  #1, 481,000,000  lower  than  those  for  1925-1929,  while  the  1930  price  of  butter  in 
New  York  was  9.36  cents  per  pound  lower  than  the  average  for  1925-1929.  #1,481,000,000  divided  by  9.36  = 
3158,000,000,  or  amount  which  factory  payrolls  declined  for  each  cent  decline  in  butter  prices.  Data  for  1931-1935 
were  computed  in  the  same  way  as  those  for  1930. 


Table  2. — Estimated  Amounts  Which  Factory  Workers  in  the  United  States  Received 

for  the  Production  of  Industrial  Exports,  1925-1929,  Exceeded 

Amounts  Received,  1930-1935 


Year 

Value  of  industrial 
exports1 

Estimated  payrolls  to  factory 
workers  producing  indus- 
trial exports2 

Amounts  payrolls  for  pro- 
duction of  industrial  exports 
in  1925-1929  exceeded  those 
for  specified  year 

1925-29 

(millions) 

$3  017 

2   580 

1   557 

914 

952 

1   367 

1   494 

(millions) 
#513 
443 
267 
157 
164 
235 
257 

(millions) 

#.  .  . 

1930 

1931 

70 
246 

1932 

1933 

1934 

356 
349 
278 

1935 

256 

Average,  1930-35 

259 

>Data  for  1925-1933  f 
iSeries  No.  156;  data  for  193 
11935  from  Monthly  Summa 

2The  total  amount  of 
iU.  S.  Census  of  Manufactu 
of  all  products  manufactur 
ported  received  the  same  pr< 

-om  Foreign  Trade  in  the  Unit 
4  from  Statistical  Abstract,  19. 
ry  of  Foreign  Commerce,  U.  S 
wages  paid  factory  workers  in 
ers,  averaged  #11,058,000,000, 
;d.   In  this  study  it  was  assum 
aportion  of  the  value  of  these  gc 

;d  States,  U.  S.  Department  ot 
'5,  U.  S.  Department  of  Comm 
.  Department  of  Commerce,  D 
the  United  States  for  1925,  19 
or  17.0  percent  of  #64,984,000 
;d  that,  on  the  average,  factors 
ods  as  those  producing  goods  u 

Commerce,  Trade  Promotion 
erce,  pp.  420  and  569;  data  for 
ecember,  1935. 

2  7,  and  1929,  according  to  the 
000,  the  annual  average  value 
r  workers  producing  goods  ex- 
sed  for  domestic  consumption. 

in  butter  prices  (Table  3).  For  the  10,832  million  pounds  of  butter  sold  in  the 
•United  States  from  1930  to  1935,  this  is  equivalent  to  a  total  reduction  in  income 
to  producers  of  126  million  dollars,  or  an  average  of  about  21  million  dollars  a 
year. 

Prices    for   milk,   cream,   and   other   dairy  products   are   to   a   large   extent 

endent  upon  butter  prices.    Since  milk  used  in  butter  constitutes  less  than 

lalf  the  total  volume  of  milk  sold,  it  is  reasonable  to  believe  that  the  total  reduc- 

ion  in  incomes  of  dairymen  in  the  United  States  which  accompanied  losses  in 

ndustrial  exports  from  1930  to  1935  amounted  to  over  250  million  dollars. 

In  connection  with  the  reciprocal  trade  agreement  between  the  United  States 
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Table  3. 


-Estimated  Decline  in  Income  to  Dairymen  from  Lower  Butter  Prices  Which 
Accompanied  Losses  in  Industrial  Exports,  1930-1935 


Estimated  losses  in 

factory  payrolls 

(corrected)  which 

accompanied  losses  in 

industrial  exports1 

Amount  of  decline  in 
factory  payrolls  which 

Decline  in  butter 

Decline  in  income  to 
butter  producers  from 

i  ompanied  by 

prices  which  accom- 

Sales of  factory  and 

lower  butter  prices 

a  decline  of  one  cent 

panied  losses  in 

farm  butter  in  U.  S.4 

which  accompanied 

per  pound  in 
butter  prices2 

industrial  exports3 

losses  in  industrial 
exports 

(Year)             (millions) 

(millions^ 

(cents  per  lb.) 

(mill,  lbs.) 

(millions) 

1930                   $  70 

$158 

.  443 

1   720 

*  7.6 

1931                       246 

213 

1 .  155 

1   795 

20.7 

1932                      356 

240 

1.483 

1  835 

27.2 

1933                      349 

243 

1.436 

1   903 

27.3 

1934                      278 

219 

1.269 

1   829 

23.2 

1935                      256 

220 

1.164 

1    750 

20.4 

Average, 

1930-1935 

1.167 

Total, 

1930-1935 

10  832 

126.4 

'See  Table  1.    2See  Table  2. 

3In  1930  losses  in  factory  payrolls  resulting  from  losses  in  industrial  exports  amounted  to  $70,000,000;  butter 
prices  declined  one  cent  a  pound  for  each  decline  of  $158,000,000  in  factory  payrolls.  70  divided  by  158  equals  .445, 
cents  per  pound,  the  decline  in  butter  prices  which  in  1930  accompanied  the  decline  in  factory  payrolls  resulting  from 
losses  in  industrial  exports.     Computations  for  1931-1935  were  computed  in  the  same  way. 

4Sales  of  factory  butter  from  U.  S.  Yearbook  of  Agriculture,  1936;  sales  of  farm  butter  from  1930-1932  from  Utiliza- 
tion of  Milk  and  Cream  in  the  United  States,  November,  1933,  (mimeo.)  U.  S.  Department  of  Agriculture;  from  1930-1932 
sales  of  farm  butter  averaged  7.94  percent  of  factory  production  of  butter;  the  same  proportion  was  assumed  for  1933-1935. 


and  Canada  which  became  effective  January  1,  1936,  both  gains  and  losses  can 
be  observed.  Results  from  this  agreement  which  have  been  favorable  to  an 
increase  in  dairymen's  income  are: 

1.  Higher  butter  prices  have  accompanied  increased  industrial  production.: 
Substantial  increases  in  industrial  payrolls  in  1936  have  been  accompanied  by 
substantial  increases  in  butter  prices.  The  price  of  92-score  butter  in  New  York 
averaged  3|4  cents  per  pound  higher  in  1936  than  in  1935.  Increased  industrial 
exports  to  Canada  have  been  a  factor  altho  a  minor  one  in  increasing  industrial 
payrolls.  For  the  first  eleven  months  of  1936,  total  exports  to  Canada  were  5C' 
million  dollars  higher  than  for  the  corresponding  months  in  1935 ;  the  major  pari 
of  this  increase  consisted  of  industrial  products.  While  a  part  of  this  increase 
would  have  occurred  without  a  trade  agreement,  the  sharp  increases  in  export? 
have  occurred  on  products  which  received  a  lower  tariff  rate  in  this  agreement. 

2.  Higher  prices  for  dairy  products  other  than  butter.  Prices  for  dair) 
products  other  than  butter  have  been  higher  in  1936  than  in  1935,  in  part  becaus< 
of  higher  butter  prices. 

Results  from  this  agreement  which  have  tended  to  lower  dairymen's  income; 
are: 

1.  Increase  in  imports  of  cream.  The  reduction  in  the  tariff  rate  on  crean 
from  56.6  cents  to  35.0  cents  a  gallon  up  to  1.5  million  gallons  annually  mad' 
possible  an  increase  of  cream  imports.  While  in  a  limited  area  in  the  northeaster! 
states  increased  imports  of  cream  to  this  extent  might  result  in  somewhat  lowe 
cream  prices,  the  influence  of  such  imports  on  prices  for  dairy  products  as  ;  I 
whole  has  been  relatively  small  since  such  imports  constitute  only  one-eightl 
of  one  percent  of  the  average  annual  production  of  cream  in  the  United  State.' 

2.  Increase  in  imports  of  cheese.  The  reduction  in  the  tariff  rate  on  chedda 
cheese  from  7  to  5  cents  per  pound  undoubtedly  encouraged  an  increase  i 
imports  of  cheese.    The  increase  in  imports  for  the  first  11  months  of  1936  vva. 
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about  9  million  pounds  which  represents  an  increase  of  18  percent  over  the  cor- 
responding period  in  1935.  Most  of  this  increase  came  from  Canada.  Cheese 
imports  in  1936  were  5  percent  over  the  average  from  1930-1935.  The  1936  total 
was  less  than  four-fifths  of  the  average  for  1925-1929. 

Balancing  gains  against  losses  resulting  from  the  Canadian  trade  agreement, 
it  appears  likely  that  during  the  past  year  increased  incomes  to  dairymen  from 
higher  prices  for  butter  and  other  dairy  products  have  at  least  offset  the  losses 
resulting  from  increased  cream  and  cheese  imports. 

Total  exports  to  Canada  in  1936  were  about  400  million  dollars  less  than  the 

average  for  1925-1929.    With  lower  tariff  rates  on  many  industrial  exports  and 

a  world-wide  expansion  in  business  activity,  exports  may  be  expected  to  increase 

to  more  nearly  the  1925-1929  level  during  the  next  few  years.    If  this  occurs, 

dairymen  are  likely  to  realize  increased  incomes  from  higher  prices  for  butter 

and   other  dairy  products  proportionate   to   increases  which  have   accompanied 

similar  increases  in  exports  in  the  past.    Since  losses  in  income  resulting  from 

imports  of  the  specific  quota  of  cream  are  not  likely  to  increase,  and  since  large 

'  |  increases  in  cheese  imports  are  unlikely,  it  seems  probable  that  dairymen  in  the 

j '  United  States  will  be  rewarded  with  substantial  net  gains  from  the  operation 

.   of  the  Canadian  trade  agreement  during  the  next  few  years. 

R.  W.  Bartlett 

Yield  Dependability  in  Rating  Illinois  Farm  Land.  As  a  basis  for  crop 
insurance  plans,  crop  yields  need  to  be  measured  by  the  degree  and  frequency  of 
variation  as  well  as  by  long-time  averages. 

Two  areas  may  have  the  same  long-time  average  of  acre  yields  of  a  crop 
and  yet  differ  in  year-to-year  dependability  in  yield.  Where  the  yield  of  corn, 
for  example,  has  run  within  10  percent  of  the  long-time  average  of  the  area  in 
two-thirds  of  the  years  and  has  dropped  to  less  than  50  percent  of  average  in  only 
one  year  in  ten,  the  dependability  in  growing  corn  is  high  for  that  land.  In  this 
connection  two  factors  are  of  interest:  first,  the  variation  in  bushels  and  in 
percent  by  which  the  yield  of  the  various  years  differs  from  the  long-time 
average ;  and  second,  the  frequency  of  occurrence  of  extremely  low  yields.  From 
the  standpoint  of  farmers  considerable  variation,  even  where  fairly  wide  and 
frequent,  can  be  prepared  for.  Extremely  low  yields,  however,  are  by  no  means 
sure  to  follow  bumper  yields,  and  when  a  large  proportion  of  producers  suffer 
very  low  yields  in  one  or  more  major  crops,  they  are  likely  to  need  direct  relief 
or  at  least  loans  and  other  provisions  to  tide  them  over. 

The  average  corn  yield  in  Illinois  over  the  16-year  period,  1919-1934,  was 
34  bushels,  the  highest  43  bushels  (1932),  the  lowest  20.5  bushels  (1934) 
'Table  4). 

Variation  from  year  to  year  in  yearly  average  corn  yield  averaged  between 

5  and  6  bushels  per  acre  in  four  districts,  between  4  and  5  bushels  per  acre  in 

four  districts,  and  3.5  bushels  in  the  Harrisburg  area.    The  percentage  which  the 

ready  average  variation  was  of  the  16  year  average  was  greater  for  7  of  the  9 

districts  than  a  similarly  computed  percentage  variation  for  the  state  as  a  whole ; 

n  the  Carbondale  district,  where  the  average  annual  variation  was  greatest,  it 

exceeded  that  for  the  state  by  58  percent,  while  in  the  Dixon  district  where  the 

ariation  was  least,   it   fell    10  percent  below  that   for  the   state.    Of   the    102 

ounties  the  variation  in  80  was  more  than  in  the  respective  district  averages, 

md  in  88  was  more  than  in  the  state  average.   The  average  variations  in  counties 

anged  from  79  percent  of  the  state  average   (Stephenson  County)   to  316  per- 
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Table  4. — Corn  Yields  and  Their  Variation,  Illinois,  1919-1934 


Crop  reporting 
districts 


State 

Dixon 

Chicago.  .  .  . 
Galesburg.  . 
Springfield. . 
Bloomington 
Champaign. 
Mattoon.  .  . 
Carbondale. 
Harrisburg.  . 


16-year  average 


Yield 
in  bu. 


34.0 


39.5 
35.3 
37.1 
32.2 
36.3 
34.1 
29.4 
26.5 
25.9 


Average  variation1 


Bushels     Percent 


12.4 
11.1 
14.0 
15.6 
17.3 
12.4 
15.3 
13.5 
19.6 
13.4 


Highest  yield 


Year  Yield 


1932 
1925 
1925 
1932 
1932 
1925 
1932 
1932 
1925 
1932 


43.0 
51.0 
43.0 
48.1 
44.3 
44.0 
43.0 
38.6 
34.0 
23.2 


Lowest  yield 


Year  Yield 


1934 
1934 
1934 
1934 
1934 
1933 
1934 
1933 
1934 
1930 


20.5 
29.5 
15.7 
16.6 
12.7 
23.3 
16.8 
19.2 
13.7 
12.4 


Range2 


Amount     Percent 


22.5 
21.5 
27.3 
31. S 
31.6 
20.7 
26.2 
19.4 
20.3 
10.8 


66.  2 
54.4 
77.3 
84.9 
98.1 
57.0 
76.8 
76.0 
76.6 
41.7 


'Average  difference  between  annual  yields  and  the  average  for  the  period  expressed  in  bushels  and  in  percentage' 
of  average  yield  for  the  period. 

2Difference  between  highest  and  lowest  annual  yields  expressed  in  bushels  and  in  percent  of  average  yields  foi 
the  period. 

cent  (Clinton  County).  The  variation  in  13  other  counties  was  less  than  IOC1 
percent  of  the  state  variation,  in  52  counties  between  100  and  150  percent,  and  in 
35  counties  between  150  and  250  percent. 

The  average  oat  yield  in  Illinois  over  the  16-year  period.  1919-1934,  wa.' 
30  bushels,  the  lowest  11.0  (1934)  and  the  highest  39.5  bushels  (1920).  The 
average  yearly  departure  from  the  16-year  average  was  19.3  percent  (Table  5) 

The  variation  in  oat  yields  averaged  between  4  and  5  bushels  in  the  Carbon 
dale  and  Harrisburg  districts  and  in  the  state  as  a  whole,  and  more  than  7  bushel' 
in  the  Bloomington,  Dixon,  and  Chicago  districts.  The  percentage  variation  in  al 
the  crop  reporting  districts  was  greater  than  in  the  state  as  a  whole.  Ninet; 
counties  had  more  variation  than  the  state  as  a  whole,  and  78  had  more  variatioi 
than  their  respective  districts. 

The  average  winter  wheat  yield  in  Illinois  over  the  17-year  period,  1919-1935 
was  16.4  bushels,  the  highest  was  23.5  bushels  (1931),  the  lowest  14  bushel 
(1928).  The  average  yearly  departure  from  the  17-vear  average  was  9.8  percer 
(Table  6). 


Table  5.— 

-Oat  Yields  and  Their  Variation,  Illinois, 

1919-1934 

16- 

year  average 

Highest  yield 

Lowes 

t  yield 

Range2 

Crop  reporting 
districts 

Yield 

in  bu. 

Average  variation1 

Bushels 

Percent 

Year 

Yield 

Year 

Yield 

Amount 

State 

30.4 
34.8 

35 . 5 
32.0 
27. (> 
30.7 
29.5 
23.8 
1  i  .9 
21.4 

5.9 
7.6 
8.3 

6.5 
6.2 
7.1 
6.2 
5.9 
4.8 
i    - 

19.3 
21.8 
23.4 
20.3 
22.5 
23.0 
.mi  <) 
M  8 
19.4 
22.1 

1920 

1925 
1920 
1928 
1931 
L924 
192  i 
ion 
1931 
1931 

30 .  5 

17  0 

ISO 
40.9 
37.4 

43 . 8 
39.2 
35  . 3 
38 . 5 
J5.9 

1934 
L934 
L934 
1934 
1934 
1934 
1934 

1033 

1922 
1933 

11.0 
10.1 

10.1 

7.7 

11.6 

10.8 

')   s 

11.8 
16.7 

11.5 

28.5 
36.9 

37.0 
33 . 2 
25.8 
33 . 0 
29.4 
23.5 
2  1  .  S 
24    1 

03 . 8 

106.0 

(  liii  an" 

irg      

106.8 

03.5 
107.5 

00 . 7 

OS .  7 

87.  t 

114. C  1 

i  andiSee  corresponding  1 

ootnotes, 

Table  4. 
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Table  6. — Winter  Wheat  Yields  and  Their  Variation,  Illinois,  1919-1935 


Crop  reporting 
districts 


State 

Dixon 

Chicago 

Galesburg .  .  . 
Springfield .  . 
Bloomington 
Champaign. 
Mattoon .  .  .  . 
Carbondale. 
Harrisburg.  . 


1 7-year  average 


Yield 
in  bu. 


16.4 

21.2 

20. 

17. 

16. 

18. 

18. 

IS. 

13. 

12. 


Average  variation1 


Bushels     Percent 


Highest  yield 


Year         Yield 


1931 
1930 
1919 
1922 
1923 
1931 
1922 
1931 
1931 
1931 


23. S 
25.8 
27.0 
23.1 
20.0 
24.3 
21.9 
24.0 
23.9 
23.6 


Lowest  yield 


Year         Yield 


1928 
1934 
1934 
1934 
1927 
1934 
1934 
1928 
1928 
1928 


14.0 

8.2 

6.4 

12.0 

13.0 

13.0 

11.0 

10.6 

6.9 

7.1 


Amount     Percent 


9.5 
17.6 
20.6 
11.1 

7.0 
11.3 
10.9 
13.4 
17.0 
16.5 


56.7 
35.9 
100.5 
63.0 
31.4 
61.0 
58.6 
88.7 
126.8 
137.9 


i  and  2See  footnotes  to  Table  4. 

Variations  in  wheat  yields  were  between  2  and  3  bushels  in  all  except  the 
Mattoon  district,  and  the  state  as  a  whole.  Of  the  102  counties  the  variation 
in  91  was  more  than  in  the  respective  crop  reporting  districts  and  the  variation 
in  all  counties  was  greater  than  in  the  state  as  a  whole. 

Compared  with  the  average  annual  bushel. variation  of  wheat  from  its  long- 
time average  yield  in  the  state  as  a  whole,  that  of  corn  was  between  two  and 
three  times  as  large  and  that  of  oats  nearly  four  times  as  large.  The  average 
annual  deviation  for  wheat  was  less  for  the  state  as  a  whole  than  for  any  of  the 
nine  districts  both  in  bushels  and  percentages.  For  corn  the  average  annual 
deviation  was  less  than  that  of  the  state  as  a  whole  in  two  districts,  when  con- 
sidered on  a  bushel  basis,  but  in  terms  of  percentage,  the  average  annual  devia- 
:ion  in  two  districts  was  no  greater  than  in  the  state  as  a  whole.  For  oats  the 
average  annual  deviation  on  the  bushel  basis  in  three  areas  was  no  greater  than 
n  the  state  as  a  whole,  but  on  a  percentage  basis  the  deviation  was  larger  in 
'-.Svery  district. 

Considering  the  state  as  a  whole  during  this  period  the  yield  of  oats  (19.3  per- 
-  tent  average  deviation)  was  nearly  twice  as  variable  as  that  of  wheat  (9.8  percent), 
n  the  greater  part  of  the  state  wheat  was  less  variable  than  either  oats  or  corn. 
Stability  of  yields  is  normally  greater  for  large  areas  than  for  small,  and 
nstability  appears  more  and  more  marked  as  smaller  and  smaller  fractions  of 
reas  are  considered.  It  is  possible  that  almost  any  acre  would  show  more  varia- 
ion  than  the  field  of  which  it  is  a  part,  the  field  more  variation  than  the  section 
s  a  whole,  the  section  more  variation  than  the  township,  and  the  township  more 
ariation  than  the  county.  That  the  same  tendency  continues  into  groups  of  coun- 
ies,  the  state  and  even  groups  of  states,  seems  to  be  indicated. 

Inasmuch  as  producers  under  a  crop  yield  insurance  system  would  want 
ulemnification  for  shortage  in  yield  on  individual  tracts,  it  would  be  necessary 
or  the  insuring  agency  to  consider  the  variations  of  individual  farms  rather  than 
i  compute  the  risk  directly  from  variations  in  county,  district  or  state  average 
'elds.  '  c.  L.  Stewart  and  W .  J.  Wills 

Original  data  for  Tables  A  and  B  were  obtained  from  the  following  sources:  (1)  Bureau  of  Agri- 
ltural  Economics,  U.S.D.A.  Beginning  with  January,  1936,  cash  income  to  Illinois  farmers  includes  the 
vised  estimates  of  the  Bureau.  (2)  Illinois  Crop  Reporting  Service,  Illinois  State  Department  of  Agricul- 
re,  and  U.  S.  Department  of  Agriculture,  cooperating;  (3)  Monthly  data  include  an  average  of  current 
>nth  with  eleven  preceding  months;  (4)  Federal  Reserve  Board;  (5)  National  Industrial  Conference 
>ard.    For  explanations  of  computations,  see  Number  2,  July,   193S. 
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Table  A. — Indexes  of  Business  Conditions,  Same  Month  1921-1929 


100 


1929 

1930 

1931 

1932 

1933 

1934 

1935 

1936 

Jan.,  1936. 
Oct.,  1936. 
Nov.,  1936. 
Dec,  1936. 
Jan.,  1937.. 


Whole- 
sale 
prices  of 
all  com- 
modities 
(U.  S.)« 


97 
88 
74 
66 
67 
76 
82 
82 
80 
83 
84 
86 
86 


Farm  prices 


Illinois2 


109 

95 

65 

44 

47 

64 

88 

91 

84 

98 

101 

103 

106 


United 
States' 


103 

89 
61 
46 
49 
64 
76 
80 
76 
84 
84 
87 
91 


Cash  income  to 
Illinois  farmers 


Millions' 


3548.6 

459.7 

309.5 

228.7 

276.7 

312.7 

378.1 

453.1 

33.0 

35.1 

42.1 

44.3 


Indexes8 


108 
91 
61 
45 
55 
62 
75 
90 
74 
84 
87 
90 


Prices 
paid  by 
farmers 
for  com- 
modities 
bought 
(U.  S.)i 


100 
96 
82 
71 
70 
80 
82 
81 
80 
83 
83 
84 
84 


Pur- 
chasing 
power  of 
income  to 
Illinois 
farmers 


108 

95 

74 

63 

79 

77 

91 

111 

92 

101 

105 

107 


Factory 
payrolls 
in  the 
United 
States* 


112 

91 
69 

48 
51 
64 
73 
85 
79 
89 
93 
97 
97 


Cost  of 
living 
in  the 
United 
States5 


99 
96 
86 

77 
74 
78 
82 
84 
82 
84 
84 
85 
85 


Pur- 
chasir 
power 
factoi 


113 
95 
8C 
62 
65 
81 
8< 

101 

9( 

10< 
11] 


Table  B. — Prices  and  Price  Indexes  of  Illinois  Farm  Products 


Product 


Prices 


Jan.  average 


1910-14 


1921-29 


Jan. 
1936 


Dec. 
1936 


Jan. 
1937 


Indexes:    same  month 
1921-1929  =  100 


Jan. 
1936 


Dec. 
1936 


Jai 
193 


Corn,  bu 

Oats,  bu 

Wheat,  bu 

Barley,  bu 

Hogs,  cwt 

Beef  cattle,  cwt.. 

Lambs,  cwt 

Milk  cows,   head 
Veal  calves,  cwt.. 

Sheep,  cwt 

Horses,  head .... 

Butterfat,  lb 

Milk,  cwt 

Eggs,  doz 

Chickens,  lb 

Wool,  lb 

Apples,  bu 

Hay,  ton 

Potatoes,  bu 


$     .52 

.37 

.94 

.62 

7.18 

5.46 

5.88 

53.00 

7.10 

4.20 

150.00 


1.84 
.28 
.10 
.21 

1.17 

13.58 

.75 


I     .67 

.42 

1.32 

.64 

8.66 

7.45 

11.17 

70.00 

10.37 

6.07 

83.00 

.44 

2.38 

.39 

.20 

.32 

1.78 

14.47 

1.30 


$     .49 

.24 

.97 

.51 

9.30 

8.20 

9.20 

54.00 

9.30 

3.85 

113.00 

.32 


1 


75 
22 
17 
27 
90 
(,o 
75 


$     .97 

.45 

1.18 

1.07 

9.60 

7.60 

8.10 

56.00 

9.10 

3.15 

111.00 

.32 

2.00 

.30 

.12 

.31 

1.50 

13.10 

1.25 


$  1.02 

.50 

1.28 

1.09 

9.90 

8.00 

8.90 

60.00 

10.60 

4.00 

114.00 

.33 

2.00 

.21 

.14 

.33 

1.45 

13.60 

1.35 


Illinois  index  of  farm  prices. 


73 
57 
74 
80 
107 
110 
82 
77 
90 
63 
136 
73 
74 
57 
85 
85 
51 
52 
58 
84 


143 

112 
97 

173 

115 
96 
73 
77 
90 
54 

139 
72 
86 
64 
63 
90 
91 

100 
96 

103 


15 
11 
9 
17 
11 
10 


1'BFor  sources  of  data  in  tables  see  previous  page. 
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HEAR    THESE    INTERESTING    DISCUSSIONS    ON 
CURRENT  ECONOMIC  TOPICS 

The  University  of  Illinois  Broadcasting  Station,  WILL,  is  now  operating  on  a 
new  wave  length,  with  a  frequency  of  580  Kilocycles.  Tune  in  on  Fridays,  12:30  to 
1   P.M. 

May  7 — Legislative  Developments  Affecting  the  Farmer:  C.  L.  Stewart,  H.  C.  M. 
Case,  F.  A.  Painter. 

May  14 — Dramatizing  Farm  Accounts:  M.  L.  Mosher,  Ed  Harris,  Miss  Sarah 
Jane  Shank,  J.  B.  Cunningham. 

May  21 — Crop  Outlook:    L.  J.  Norton,  E.  J.  Working. 

May  28 — What  is  Going  on  in  Livestock  Marketing?:    R.  C.  Ashbv,  L.  H.  Simerl. 
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Business  Conditions.    Consumer  incomes  continue  to  increase  with  further 

l^dvances  in  business  activity  and  with  higher  wage  rates  in  many  lines  of  indus- 

ry.    Particularly  important   in    recent   months   has  been   the   expansion   in   the 

^leavier  industries  which  make  durable  consumer  goods  and  goods  used  in  further 

jroduction.  Activity  in  those  lines  of  business  which  produce  goods  for  immediate 

consumption  is  likewise  well  maintained. 

While  a  large  part  of  this  business  activity  arises  from  domestic  demand,  a 

i)art  comes   from   foreign   demand  which   is  largely   for  industrial   rather  than 

jigricultural  products.   Back  of  this  demand  is  the  rearmament  program  of  various 

Nations,  a  program  which  reflects  future  destruction  rather  than  progress,  yet  is 

^ikely  to  be  a  strong  factor  of  demand  during  the  next  few  months.    Aside  from 

^ncreasing  the  demand  for  wheat  and  cotton  its  effect  upon  agriculture  is  largely 

indirect,   through   stimulation   of   domestic  purchasing  power.     Tn   the   domestic 

ljharket,  activity  in  some  lines,  such  as  construction,  may  slow  down  because  of 

ising  costs.    Activity  in  those  lines  of  business  which  produce  goods   for  con- 

umption  is  well  maintained.    This  situation  is   favorable  to  agriculture  at  this 

me  since  these  conditions  broaden  the  demand  for  food  products  and  other  raw 

laterials,   and   in   the  absence  of  heavy  surpluses,  tend  to  maintain    favorable 

rice  levels. 

There  are,  however,  some  elements  of  uncertainty  in  the  picture  which  tend 
)  affect  general  stability  and  the  purchasing  power  of  various  groups.  Such,  for 
sample,  is  the  prevalence  of  strikes,  the  increase  in  prices  of  some  lines  of 
hnsumer  goods,  and  the  decreasing  market  value  of  government  bonds. 

At  the  present  time  farmers  who  sell  grain  are  enjoying  higher  prices  for 
meir  products,  and  livestock  producers  are  at  a  disadvantage  but  farmers  have  not 
Kt  felt  the  full  force  of  increased  costs  of  industrial  goods,  which  may  be  antic- 
|ated  later  in  the  year  as  these  higher  costs  are  passed  on  to  consumers. 

INDICATED  CROP  ACREAGES  FOR  1937.  Illinois  farmers  plan  to 
|ant  about  the  same  acreage  of  spring-sown  crops  this  year  as  that  harvested 
linually  from  1928  to  1932,  the  marked  increase  in  soybeans  displacing  the 
(duction  in  other  spring-sown  crops  (Table  1).  The  total  acreage  of  spring- 
anted  in  furtherance  of  the  Agricultural  Extension  Act  approved  by  Congress  May  8,  1914.  H.  W. 
Mumford,  Director,  Extension  Service  in   Agriculture  and   Home   Economics,   University  of   Illinois 


Table  1. — Rf.cent  Harvested  Acreages  and  Prospects  for  1937 

(Thousand  acres)' 


Illinois 

United  States 

Crop 

Harvested 

Planned 

Harvested 

Planned 

1928-32 

1935 

1936 

1937 

1928-32 

1935 

1936 

1937 

Corn 

Oats 

9  323 
4  313 
133 
410 
681 
174 
50 

8  273 

3   799 

26 

80 

2   270 

247 

50 

9  266 

3  495 

34 

100 

1    793 

165 

43 

9   173 

3  355 

33 

130 

2   098 

165 

44 

103  419 

40  015 

15  610 

12  645 

2  979 

1  869 

2  937 

95  804 
39  831 
15   565 
12   371 
6  640 

2  319 

3  124 

92   829 
33  213 
9  653 
8  322 
5   635 
3  263 
2  668 

94  840 
35  660 

Spring  wheat 

Barley 

18   194 

10  901 
6  300 

Cowpeas 

Potatoes2 

3  336 
2  806 

Spring  sown  crops.  .  . 

15  084 
2  646 

14   745 
2  858 

14  896 
2  943 

14    <><)X 
2  674 

179  474 
55   153 

175   654 
55  647 

155  583 
57  055 

172  037 
55  967 

•From  U.  S.  D.  A.  Crop  Report. 

2U.  S.  total  of  37  late  and  intermediate  potato  states. 


Table  2. — Stocks  of  Grains  on  Farms,  April  1,  Illinois  and  United  States 

(Thousand  bushels)1 


Crop 

Illinois 

United  States 

1928-32 

1936 

1937 

1928-32 

1936 

1937 

Corn 

115  808 

3  700 

40  031 

137   872 

2   405 

41   485 

59  378 

2   004 

32  871 

754  491 
127   770 
387  912 

816  058 
98  978 

493   787 

411   980 

71    723 

287   745 

Oats 

'U.  S.  D.  A.  Crop  Report,  April  1. 


sown  crops  in  1937  promises  to  be  about  one  percent  greater  than  in  1936  and  \ 
percent  greater  than  in  1935,  if  intentions  are  carried  out.  Despite  the  favorabl' 
prices  for  corn  and  oats,  corn  acreage  will  be  less  than  in  1936  but  more  than  in 
1935  ;  oats  acreage,  however,  appears  to  be  gradually  diminishing.  The  acreag 
of  soybeans  will  exceed  that  in  1936  but   fall  below  the  large  acreage  in   1935 

The  acreage  of  tame  hay  will  be  about  the  same  as  in  1928-32,  altho  6  and  ' 
percent  respectively  below  1935  and  1936  and  late  winter-killing  of  many  legume 
will  have  a  tendency  to  reduce  actual  acreage  below  the  estimates. 

For  the  country  as  a  whole  the  indicated  corn  acreage  is  8  percent  less  tha 
for  the  period  1928-32,  and  oats  11  percent  less.  Both  these  crops  will  excee 
the  1936  acreages  but  fall  below  those  for  1935. 

Production  of  winter  wheat  in  1937  is  estimated  at  656  million  bushels  i 
the  U.S.D.A.  Crop  Report  for  April.  This  is  27  percent  above  the  short  crop  ( 
1936,  and  5  percent  above  the  average  for  the  period,  1928-1932.  For  Illinois  th 
indications  point  to  a  crop  of  41.7  million  bushels,  or  16  percent  above  the  193 
crop  and  36  percent  above  the  five-year  average 

Shirks  of  Grain  on   Farms.    Stocks  of  corn  and  wheat  on   farms  are  tr] 
lowest  for  April   1    for  the  12  years   for  which  figures  are  available.    Stocks  (I 
corn  arc  55  percent  of  the  five  year  average,  1928-1932,  wheat  56  percent,  ar 
oats  74  percent.    On   Illinois  farms  stocks  of  corn  and  wheat  were  even  shorte 
corn  being  but  51  percent  of  average  and  wheat  54  percent.    Stocks  of  oats,  ho?l 
ever,  were  82  percent  of  average  (Table  2). 
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Feed  Grains — Corn,  Oats  and  Barley.  While  intentions  to  plant  feed  grains 
indicate  an  acreage  less  than  was  planted  in  1936,  production  will  depend 
largely  upon  how  much  is  finally  planted  and  the  weather  conditions  during  the 
growing  season.  In  three  of  the  last  four  years  losses  from  drouth  have  been 
heavy,  and  prospective  carryover  at  the  end  of  the  crop  year  (July  1)  will  be 
much  lighter  than  usual.  On  January  1,  1937,  numbers  of  grain-consuming  ani- 
mals, excluding  poultry,  on  farms  were  11  percent  below  the  average  for  1928-32. 
With  acre  yields  equal  to  those  of  that  period  this  year's  total  production  of  feed 
grains  would  approximate  the  average  amounts  per  animal  after  allowing  for  the 
smaller  carryover  this  year.  This  would  indicate  lower  prices  for  feed  grains, 
some  expansion  in  livestock  numbers,  and  a  reduction  of  feed  grain  imports. 
Should  weather  conditions  or  insect  damage  greatly  affect  the  production  on  the 
indicated  acreage,  a  continuance  of  favorable  grain  prices  may  result  with  curtail- 
-|  ment  of  livestock  expansion  and  continued  grain  imports. 

Soybeans.  With  average  yields,  the  marked  increase  in  soybean  acreage 
indicates  a  materially  larger  bean  crop  unless  shortage  of  hay  or  pasture  should 
divert  more  than  the  usual  acreage  for  hay.  The  present  high  price  of  soybeans  is 
dependent  upon  high  prices  for  oil  and  meal.  A  strong  demand  exists  for  oil  for 
edible  uses,  this  oil  replacing  other  edible  vegetable  and  animal  fats  whose  sup- 
plies are  short.  This  demand  appears  likely  to  be  maintained  during  this  year. 
Soybean  meal  competes  directly  as  a  feed  with  cottonseed  and  linseed  meals.  The 
prospect  of  an  increased  supply  of  such  feeds  this  year  forecasts  lower  prices, 
which  doubtless  will  tend  to  weaken  prices  of  soybeans,  since  the  value  of  meal 
usually  is  more  than  half  of  the  combined  value  of  oil  and  meal. 

Wheat.  With  average  abandonment  the  total  harvested  acreage  of  wheat 
in  the  United  States  is  expected  to  be  between  67  and  68  million  acres.  The  five- 
year  average,  1928-32,  was  60  millions,  and  in  1936  only  48.8  millions.  With 
average  yields  of  spring  wheat  the  indicated  acreage  would  produce  260  million 
bushels  of  spring  wheat,  which  added  to  the  indicated  production  of  656  million 
bushels  of  winter  wheat,  would  make  a  total  of  916  million  bushels,  or  enough  to 
provide  for  considerable  export.  Should  1936  conditions  be  repeated  with  heavy 
abandonment  of  spring  wheat  and  generally  low  yields,  total  production  might 
I  equal  only  domestic  requirements  and  supply  a  carryover  equal  to  or  a  little 
;')  Jarger  than  that  in  prospect  on  July  1,  which  is  expected  to  be  about  100  million 
bushels.  In  the  latter  case,  the  United  States  would  be  on  a  self-sufficient  basis. 
Obviously  the  production  of  both  winter  and  spring  wheat  is  subject  to  weather 
:onditions  and  to  some  extent  to  insect  damage. 

Hogs.    The  number  of  hogs  on  farms  January  1,  1937,  was  estimated  at 

....  12,774,000  head,  or  about  the  same  as  a  year  earlier.    This  was  69  percent  of 

[he  large  numbers  on  hand  January  1,   1933  before  the  heavy  liquidation  took 

...•-■  place,  and  about  10  percent  more  than  at  the  low  point  January  1,  1935.    Sows  to 

arrow  this  spring  were  forecasted  as  5  percent  under  a  year  ago.    During  much 

pf  the  past  year  the  corn-hog  ratio  has  not  encouraged  expansion  in  numbers.    A 

..,.';  prospective  increase  in  numbers  appears  likely  in  fall  farrowings,  but  this  will  not 

tffect  marketings  until  1938.   Marketings  of  the  1936  fall  pig  crop  are  likely  to  be 

airly  heavy  in  May  from  areas  where  feed  is  fairly  plentiful,  with  a  tendency 

jo  hold  back  supplies  where  feed  is  scarce  until  new  corn  is  available  for  finishing. 

During  the  past  year,  large  storage  stocks  of  pork  have  been  accumulated, 

hose  of  pork  68  percent  above  April  1  a  year  ago,  and  21  percent  larger  than  the 

year  April   1   average,  and  those  of  lard  showing  corresponding  increases  of 

83  and  104  percent  respectively.    This  increase  in  storage  holdings  over  a  year 

go  represents  the  equivalent  of  2,800,000  hogs  of  average  market  weight.    With 

ie  anticipated  reduced  movement  to  market  during  the  next  few  months  but  the 

•     movement  of  very  large  storage  stocks,  the  supply  of  hog  products  available  up 
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to  the  end  of  September  will  be  somewhat  larger  than  in  the  same  period  last 
year  and  much  larger  than  two  years  ago.  In  view  of  the  current  increase  in  pay- 
rolls and  in  consumer  demand,  however,  it  appears  likely  that  hog  prices  will  be 
maintained  during  the  spring  months,  with  a  summer  rise  at  least  as  large  as: 
usual.  Imports  of  pork  have  been  relatively  high  thus  far  in  1937,  altho  they 
represent  only  a  very  small  proportion  of  domestic  slaughter  during  that  period. 

Beef  Cattle.  Cattle  numbers  continued  to  decline  during  1936,  estimated 
numbers  on  January  1,  1937,  being  10  percent  under  those  of  January  1,  1934, 
but  still  16  percent  above  the  previous  low  point  in  the  cattle  cycle  in  1928.  Cattle 
on  feed  on  April  1  in  11  Corn  Belt  states  were  33  percent  under  a  year  earlier. 
While  slaughter  figures  are  relatively  high,  in  part  because  of  feed  shortage,  the 
total  slaughter  for  the  year  is  expected  to  be  less  than  in  1936,  but  considerably 
larger  than  the  10-year  average,  1924-1933. 

The  movement  of  grain-fed  cattle  to  market  has  been  accelerated  by  high 
feed  prices  and  feed  shortage  and  prospects  are  for  a  higher  than  usual  proportion 
of  those  now  on  feed  to  be  marketed  before  July  1,  with  a  relatively  smaller 
market  supply  after  that  date. 

The  lower  grades  of  cattle  normally  decline  in  price  in  late  spring  and  early 
summer.  Because  of  strong  consumer  demand  for  meats  and  a  probable  increased 
demand  for  replacement  stock  this  seasonal  decline  is  likely  to  be  less  than  usual 

Imports  of  cattle,  calves  and  beef  have  been  relatively  large.  Despite  imports 
and  relatively  high  slaughter  figures  prices  have  advanced,  and  a  continued  strong 
demand  for  beef  appears  likely. 

Dairy  Production.  Numbers  of  dairy  cows  were  further  reduced  in  1936 
giving  a  total  reduction  of  7  percent  during  the  past  three  years.  Apparently  the 
low  point  has  been  reached  with  some  increase  in  prospect  during  the  next  few 
years.  Milk  production  is  being  curtailed  by  short  supplies  of  feed  and  unfavorr 
able  price  ratios  between  prices  of  feeds  and  of  dairy  products,  and  a  larger  thar 
usual  proportion  of  milk  is  going  into  direct  consumption  and  less  than  usual  intc 
manufactured  uses.  Production  trends  immediately  ahead  will  depend  upoi 
pasture  conditions.  As  the  year  advances  more  favorable  price  relationships  o!) 
feeds  and  dairy  products  are  anticipated  for  dairymen. 

Poultry  and  Eggs.  High  feed  prices  apparently  are  resulting  in  a  greatei 
than  usual  seasonal  reduction  in  size  of  farm  flocks  and  in  smaller  hatchings  o 
chicks.  This  will  tend  to  reduce  future  marketings  of  both  eggs  and  poultry 
The  decline  in  egg  prices  was  more  than  seasonal  between  December  15  ano 
January  15,  but  less  than  usual  during  the  subsequent  month.  The  movement  o 
eggs  into  storage  began  early  this  year,  and  since  March  1  has  exceeded  the  stor 
age  accumulations  of  the  same  period  in  1936  by  21  percent.  Indications  are  fo< 
sustained  egg  prices  for  the  summer  months  and  an  improvement  in  the  feed-egj 
ratio  later  in  the  year. 

HAVE   SOYBEANS   MOVED   UP? 

Soybeans  have  moved  np  from  the  feed  lot  to  the  paint  factory  and  finally  t 
the  kitchen.  Statements  such  as  this  have  often  been  made  in  the  past  two  year.4 
and  the  facts  back  of  them  are  of  great  importance  to  soybean  growers. 

Ten  years  ago  most  of  the  harvested  soybeans  were  used  for  seed  and  feec 
only  a  little  over  6  percent  being  crushed  to  obtain  oil.    For  the  crop  year  1935 
however,  approximately  65  percent  of  a   very  greatly  increased  production  wa] 
crushed  in  the  United  States  or  exported  to  be  crushed  abroad. 

Up  until  two  or  three  years  ago  most  of  the  soybean  oil  consumed  in  thi 
country  was  used  in  non-edible  form.  Taint,  varnish,  printing  ink,  linoleum  an 
oilcloth  accounted  for  about  50  percent  and  oilier  inedible  products  44  percent  C 
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the  factory  consumption  in  1929,  whereas  only  about  6  percent  was  used  tor 
oleomargarine,  lard  substitutes,  and  other  edible  purposes. 

Recently  by  far  the  most  of  the  soybean  oil  consumed  in  the  United  States 
was  used  for  edible  purposes.  Thus  in  1936  the  utilization  for  paint  and  varnish, 
printing  ink,  linoleum  and  oilcloth  combined  amounted  to  only  9  percent  of  the 
total  factory  consumption.  In  the  same  year  the  manufacture  of  oleomargarine, 
lard  substitutes  and  other  edible  products  used  81  percent  of  the  total. 

From  the  figures  just  cited  it  might  be  assumed  that  soybean  oil  is  being  used 
less  as  a  drying  oil  than  formerly.  As  shown  by  Figure  1  there  has  instead  been 
a  fairly  steady  increase  in  its  use  for  such  purposes  (paint,  varnish,  printing  ink, 
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-Amounts  of  Soybean  Oil  Used  Annually  for  Various 
Purposes  in  the  United  States,  1929-1936 


linoleum  and  oilcloth).    On  the  other  hand,  there  has  been  a  marked  increase  in 
the  amount  of  soybean  oil  used  in  the  manufacture  of  lard  substitutes. 

Why  have  these  changes  taken  place?  Perhaps  the  first  thought  which  will 
come  to  mind  is  that  there  may  have  been  improvements  made  in  ways  of  treat- 
ing soybean  oil  for  use  in  food  products.  True  enough,  there  have  been  improve- 
ents,  and  important  ones  too,  in  methods  of  using  soybean  oil  for  edible 
rposes.  This,  however,  is  not  the  whole  of  the  story.  An  examination  of 
igure  1  will  show  that  the  increase  in  utilization  for  edible  products  was  not  a 
adual  one  over  the  past  eight  years,  but  that  most  of  it  took  place  in  1935  and 
1936.  Improvements  in  the  technique  of  industrial  as  well  as  agricultural  produc- 
tion are  usually  put  into  practice  gradually  and  are  not  likely  to  result  in  such 
sudden  increases.  Then,  too,  there  was  a  marked  increase  in  the  amount  of  soy- 
Dean  oil  used  for  edible  products  in  1931,  but  by  1933  it  had  fallen  back  to  even 
oelow  the  level  of  1929. 

A  more  important  factor  in  causing  the  great  increase  in  the  use  of  soybean 
t>il  for  edible  purposes  is  the  larger  production  of  soybeans.  The  total  soybean 
icreage  of  the  United  States  has  increased  more  than  three-fold  in  the  past  ten 
/ears  and  the  acreage  from  which  beans  have  been  gathered  was  about  five  times 
is  large  in  the  past  two  years  as  it  was  ten  years  earlier.  With  more  beans  avail- 
ible  for  crushing  more  oil  has  been  produced  and  used. 

The  increase  in  the  amount  of  soybean  oil  available  has  also  been  largely 
esponsible  for  the  change  in  the  relative  amounts  used  for  different  purposes. 
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Altho  there  has  been  a  fairly  steady  growth  in  the  amount  used  as  a  drying  oil 
(for  paints,  varnish,  etc.),  this  market  is  relatively  restricted.  Much  larger 
amounts  of  the  fats  and  oils  are  used  for  edible  purposes  and  for  soap. 

In  their  volume  of  production  and  consumption  by  far  the  three  most 
important  fats  and  oils  in  the  United  States  are  lard,  butter  and  cottonseed  oil, 
which  together  provide  about  60  percent  of  the  total  consumption  of  all  fats  and 
oils  in  the  United  States.  Butter  has  a  rather  distinct  market  and  is  produced 
and  consumed  in  fairly  constant  volume  in  spite  of  the  widespread  use  of  oleo- 
margarine.  Hence  lard  and  cottonseed  oil  are  of  primary  importance  in  the  supplv 


Fig.  2. — Average  Price  per  Pound  of  Cottonseed,  Linseed  and  Soybean 
Oils,  at  New  York  (Average  Prices  for  Year  Ended  December) 


of  non-drying  oils  and  it  is  largely  with  these  that  soybean  oil  must  compete  if 
it  is  to  have  a  place  in  that  market. 

Tables  3  and  4  show  respectively  the  production  and  consumption  of  soybean 
oil  as  compared  with  lard  and  cottonseed  oil  on  the  one  hand,  ami  with  linseed 
oil  on  the  other  hand.  It  is  to  be  noted  how  small  the  production  and  consumption 
of  soybean  oil  is  compared  with  cottonseed  oil  and  lard.  On  the  other  hand  in 
the  past  two  years  the  total  production  and  consumption  of  soybean  oil  has  been' 
quite  large  compared  with  linseed  oil,  which  is  the  most  important  drying  oil. 

It  is  fortunate  for  soybean  growers  that  soybean  oil  can  compete  in  both  the 
drying  and  the  non-drying  oil  fields.  However,  it  must  be  borne  in  mind  that  in 
order  to  compete  successfully  its  price  must  not  be  too  high  compared  with  that 
of  its  competitors.  In  Figure  2  is  charted  the  course  of  soybean  oil  prices  com- 
pared with  the  prices  of  its  two  outstanding  competitors,  linseed  oil  and  cotton- 
seed oil.  In  1935  and  1936  the  price  of  cottonseed  oil  was  higher  than  that  of 
either  soybean  or  linseed  oil.  Those  years,  furthermore,  are  the  only  ones  in 
which  soybean  oil  prices  averaged  lower  than  cottonseed  oil.  Turning  back  to 
Figure  1  we  note  that  these  same  years  were  the  ones  in  which  we  had  a  large 
increase  in  the  use  of  soybean  oil  for  edible  purposes.  It  is  for  such  uses  that 
soybean  oil  must  compete  with  cottonseed  oil. 

These  facts  suggest  that  if  soybean  oil  is  to  continue  to  have  an  important 
place  in  the  edible  oil  industry  it  must  sell  for  about  the  same  price  as,  or  perhaps 
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Table  3. 


-United  States  Production  of  Specified  Fats  and  Oils  from  Domestic  and 
Imported  Materials 


Lard 

Cottonseed  oil 

Total  lard  and 

cottonseed  oil 

(mill,  lbs.) 

Soybean  oil 

Linseed  oil 

(mill,  lbs.) 

(mill,  lbs.) 

(mill,  lbs.) 

(mill,  lbs.) 

1929  

2  598 
2  344 

1  584 
1  616 

4  182 
3  960 

11 
14 

764 

1930 

516 

1931 

2  385 

1  417 

3  802 

39 

521 

1932 

2  463 

1  571 

4  034 

39 

327 

1933 

2  569 

1  400 

3  969 

27 

406 

Five-year  aver.,  1929-1933.  . 

2  472 

1  518 

3  989 

26 

507 

1934 

2  163 

1  224 

3  387 

35 

371 

1935 

1  312 

1  184 

2  496 

105 

502 

1936 

1  676 

1  245 

2  921 

225 

455 

Table  4. — Apparent  Consumption  in  the  United  States  of  Specified  Fats  and  Oils 


1929 

1930 

1931 

1932 

1933 

Five-year  aver.,  1929-1933 

1934 

1935 

1936 


Lard 
(mill,  lbs.) 


1  735 

1  701 

1  784 

1  898 

1  866 

1  797 

1  719 

1  262 

1  471 


Cottonseed  oil 

(mill,  lbs.) 

1  585 

1  584 

1  315 

1  240 

1  295 

1  404 

1  566 

1  431 

1  340 

Total  lard  and 

cottonseed  oil 

(mill,  lbs.) 


320 
285 
099 
138 
161 
201 

285 
693 
811 


Soybean  oil 
(mill,  lbs.) 


13 
18 
35 
39 
32 
27 

31 
103 
226 


Linseed  oil 
(mill,  lbs.) 


789 
544 
479 
358 
380 
510 

417 
470 

484 


even  less  than,  cottonseed  oil.  In  past  years  cottonseed  oil  has  usually  been 
cheaper  than  linseed  oil.  The  unusually  low  level  of  production  of  lard  and  cot- 
tonseed oil  has  been  largely  responsible  for  the  higher  price  of  cottonseed  oil 
in  1935  and  1936  and  for  its  being  unusually  high  compared  with  linseed  oil. 

What  will  happen  to  both  soybean  and  cottonseed  oil  prices  in  the  next  few 
years  depends  quite  largely  upon  the  production  of  lard  and  cottonseed  oil. 
Undoubtedly  the  production  of  both  of  these  will  increase,  but  the  extent  of  the 
increase  remains  to  be  seen.  It  is  likely,  however,  that  cottonseed  oil  prices  will 
again  be  lower  than  linseed  oil. 

If  soybean  oil  is  to  maintain  the  importance  it  has  gained  during  the  last 
two  years  it  will  presumably  be  at  the  expense  of  selling  at  a  lower  price  relative 
to  other  oils  than  it  did  prior  to  1934.  Thus,  altho  soybean  oil  consumption  may 
be  said  to  have  moved  up  to  the  edible  class ;  from  the  point  of  view  of  price  it 
ivould  perhaps  be  better  to  say  that  soybean  oil  has  moved  down  from  the  drying 
iil  to  the  edible  oil  class. 

The  above,  however,  should  not  be  taken  to  indicate  that  there  will  be  a 
/ery  drastic  decline  of  soybean  oil  prices.  While  the  extent  of  any  decline  will 
lepend  on  the  extent  to  which  the  production  of  lard  and  cottonseed  oil  increase, 
t  should  be  borne  in  mind  that  we  are  in  a  period  of  generally  increasing  demand 
vhich  will  tend  to  counteract  in  part  the  future  production  increases.  Also  the 
"ecent  increase  in  the  capacity  of  soybean  oil  mills  and  the  improved  methods  of 
ising  soybean  oil  have  been  improving  its  competitive  position  relative  to  both 
•ottonseed  and  linseed  oil.  E.  J.  Working 

Original  data  for  Tables  A  and  B  were  obtained  from  the  following  sources:  (1)  Bureau  of  Agri- 
ultural  Economics,  U.S. I). A.  Beginning  with  January,  1936,  cash  income  to  Illinois  farmers  includes  the 
evised  estimates  of  the  Bureau;  (2)  Illinois  Crop  Reporting  Service,  Illinois  State  Department  of  Agricul- 
jre,  and  U.  S.  Department  of  Agriculture,  cooperating;  (3)  Monthly  data  include  an  average  of  current 
lonth  with  eleven  preceding  months;  (4)  Federal  Reserve  Board;  (5)  National  Industrial  Conference 
•oard.    For  explanations  of  computations,   see  Number  2,  July,    193S. 
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Table  A. — Indexes  of  Business  Conditions,  Same  Month,   1921-1929  =  100 


1929 

1930 

1931 

1932 

1933 

1934 

1935 

1936 

Feb.,  1936 
Nov.,  1936 
Dec,  1936 
Jan.,  1937. 
Feb.,  1937. 


Whole- 
sale 
prices  of 

Farm 

prices 

all  com- 

modities 
(U.  S.)» 

Illinois2 

United 
States" 

97 

109 

103 

88 

95 

89 

74 

65 

61 

66 

44 

46 

67 

47 

49 

76 

64 

64 

82 

88 

76 

82 

91 

80 

81 

87 

77 

84 

101 

84 

86 

103 

87 

86 

106 

91 

87 

108 

91 

Cash  income  to 
Illinois  farmers 


Millions' 


#548.6 

459.7 

309.5 

228.7 

276.7 

312.7 

378.1 

453.1 

29.5 

42.1 

44.3 

41.5 

34.5 


Indexes' 


108 
91 
61 
45 
55 
62 
75 
90 
75 
87 
90 
91 
92 


Prices 
paid  by 
farmers 
for  com- 
modities 
bought 
(U.  S.)> 


100 
96 
82 
71 
70 
80 
82 
81 
80 
83 
84 
84 
84 


Pur- 
chasing 
power  of 
income  to 

Illinois 
farmers 


108 

95 

74 

63 

79 

77 

91 

111 

94 

105 

107 

108 

110 


Factory 
payrolls 
in  the 
United 
States4 


112 
91 
69 
48 
51 
64 
73 
85 
76 
93 
97 
97 
98 


Cost  of 
living 
in  the 
United 
States5 


99 
96 
86 
77 
74 
78 
82 
84 
82 
84 
85 
85 
86 


Pur- 
chasing 
power  of 
factory 
payrolls 


113 

95 

80 

62 

69 

82 

89 

101 

93 

111 

114 

114 

114 


Table  B. — Prices  and  Price  Indexes  of  Illinois  Farm  Products 


Product 


Corn,  bu 

Oats,  bu 

Wheat,  bu 

Barley,  bu 

Hogs,  cwt 

Beef  cattle,  cwt.. 

Lambs,  cwt 

Milk  cows,   head 
\  eal  calves,  cwt. . 

Sheep,  cwt 

Horses,  head .... 

Butterfat,  lb 

Milk,  cwt 

Eggs,  doz 

Chickens,  lb 

Wool,  lb 

Apples,  bu 

Hay,  ton 

Potatoes,  bu 


March  average 


1910-14 


$     .54 

.38 

.94 

.65 

7.64 

5.82 

6.16 

55.00 

7.32 

4.64 

154.00 


1.63 
.19 
.11 
.20 

1.22 

13.95 

.78 


1921-29 


?       .69 

.42 

1.32 

.66 

9.71 

7.67 

11.57 

73.00 

10.70 

6.54 

89.00 

.42 

2.26 

.23 

.21 

.32 

1.94 

14.35 

1.30 


March 
1936 


$       .51 

.25 

.95 

.55 

9.80 

7.50 

8.60 

55.00 

8.30 

4.20 

114.00 

.30 


.70 
,16 
,17 
29 
05 
.20 
.90 


Feb. 
1937 


$    1.05 

.50 

1.29 

1.10 

9.80 

8.00 

9.00 

60.00 

9.30 

4.30 

115.00 

.33 

2.00 

.19 

.14 

.33 

1.70 

14.60 

1.50 


March 
1937 


$    1.06 

.49 

1.29 

1.11 

9.70 

8.10 

10.30 

60.00 

9.10 

5.10 

115.00 

.34 

2.00 

.19 

.15 

.34 

1.80 

14.80 

1.50 


Illinois  index  of  farm  prices. 


Indexes:    same  month 
1921-1929  =  100 


March 
1936 


74 
60 
72 
83 

101 
98 
74 
75 
78 
64 

128 
71 
75 
73 
81 
90 
54 
57 
69 
82 


Feb. 
1937 


152 

119 

96 

169 

108 

109 

80 

84 

87 

69 

132 

79 

87 

63 

66 

103 

91 

102 

114 

108 


March 
1937 


154 

117 

98 

168 

100 

106 

89 

82 

85 

78 

129 

80 

88 

86 

69 

106 

93 

103 

115 

107 


'-'For  sources  of  data  in  tables  see  previous  page. 
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Illinois  Farm  Economics 

Department  of  Agricultural  Economics,  College  of  Agriculture  and  Agricultural  Experi- 
ment Station,  in  cooperation  with  the  Extension  Service  in  Agriculture 
and  Home  Economics,  University  of  Illinois 

Urbana  May  and  June,  1937  Numbers  24  and  25 


HEAR   THESE   INTERESTING   DISCUSSIONS    ON 
CURRENT  ECONOMIC  TOPICS 

The  University  of  Illinois  Broadcasting  Station,  WILL,  is  now  operating  on  a 
new  wave  length,  with  a  frequency  of  580  Kilocycles.    Tune  in  on  Fridays,  12:30  to 
1  p.m.  for  the  following: 
Friday,  June  18 — The  Current  Economic  Situation  as  it  Affects  the  Farmer:  G.  L. 

Jordan  and  E.  J.  Working. 

Friday,  June  25 — Summary  of  Farm  Incomes:  R.  R.  Hudelson  and  P.  E.  Johnston. 

Friday,  July  2 — Summer  Apples  Move  to  Market:  J.  W.  Lloyd  and  S.  W.  Decker. 

Friday,  July  9 — Why   Do    Milk   Costs   Vary?:    R.   H.   Wilcox,   C.    S.    Rhode,   and 
B.  W.  Bain. 

Friday,  July  16 — The  Current  Economic  Situation  as  it  Affects  the  Farmer:   L.  J. 

Norton  and  J.  E.  Wills. 
Friday,  July  23 — Air  Photography  in  Relation  to  Land  Problems:  J.  B.  Andrews 

and  C.  L.  Stewart. 
Friday,  July  30 — Farm  Renting  Problems:  H.  C.  M.  Case  and  Joseph  Ackerman. 


Illinois  Farm  Incomes  Increased  in  1936.  Farm  incomes  in  Illinois  were 
higher  in  1936  than  for  any  other  year  of  the  last  five.  Net  receipts  per  acre  for 
Illinois  account  keepers  averaged  $10.59  in  1936  as  contrasted  with  $8.68  in  1935 
and  $7.26  in  1934  (Table  1).  The  accounting  farms  averaged  larger  in  1936  than 
in  either  1934  or  1935.  Cash  farm  incomes,  cash  farm  expenditures,  and  increases 
in  inventory  were  also  larger  in  1936.  On  the  average  accounting  farm  in  1936  the 
ash  balance  above  cash  expenses  was  $2,340  per  farm.  This  sum  represents  the 
amount  available  for  interest  payments,  family  living  expenses,  debt  retirement, 
and  investments. 

Incomes  are  larger  on  accounting  farms  than  on  the  average  of  all  farms  in 
the  state,  because  such  farms  are  larger  and  farmers  who  keep  accounts  are  more 
efficient  than  the  average.  The  average  farm  in  the  state  contains  137  acres 
according  to  the  1935  Census,  while  the  average  (weighted)  accounting  farm  is 
jarger  by  80  acres  per  farm. 

Records  secured  in  1936  from  a  large  number  of  farmers  in  five  selected 
ownships,  in  different  parts  of  the  state,  indicated  that  accounting  farms  had  in- 
:omes  of  $650  to  $1,800  a  farm  higher  than  all  farms  in  the  area.  The  difference 
vas  smallest  in  southern  Illinois  and  largest  in  the  central  and  northern  part. 

Although  crop  yields  for  the  state  as  a  whole  averaged  only  80  percent  of 
he  1924-1933  average,  grain  prices  advanced  during  the  year  more  than  enough 
o  make  up  for  the  lower  production.  Drouth,  grasshoppers,  and  chinch  bugs 
ombined  to  make  crop  yields  very  spotted  in  1936.  Only  the  counties  of  Carroll, 
-ee.  and  Stephenson  had  combined  yields  of  corn,  oats,  wheat,  soybeans,  and  hay 
vhich  averaged  as  high  as  the  ten-year  period.  Other  counties  in  the  northwestern 
'art  of  the  state  had  relatively  much  better  yields  than  the  state  average.  In  the 
^est  central  part  of  the  state  yields  were  below  average,  while  in  a  group  of  12 

'rinted    in    furtherance    of    the    Agricultural    Extension    Act    approved    by    Congress    May    8,    1914.     H.    W. 
Mum  ford,  Director,  Extension  Service  in  Agriculture  and  Home   Economics,   University  of  Illinois 


Table  1. — Selected  Items  of  Income  and  Expense  on  Accounting  Farms  in  Illinois  for 

1934,  1935,  and  1936 

(Weighted  Average  for  the  State) 


Acres  per  farm 

Cash  income  per  farm 

Cash  expenditures  per  farm 

Cash  balance  per  farm 

Inventory  increase 

Cash  balance  plus  inventory  increase 

Unpaid  labor  (operator  and  family) .  .  . 
Net  farm  income 

Gross  receipts  per  acre1 

Total  expense  per  acre2 

Net  receipts  per  acre 


1934 


53,606 
1,819 
1,787 

485 
2,272 

670 
5  1,602 


15.18 
7.92 
7.26 


54,364 
2,607 
1,757 

780 

2,537 

666 

$1,871 

5  17.64 
8.96 
8.68 


55,374 
3,034 
2,340 

802 

3,142 

740 

52,402 


19.69 
9.10 
10.59 


'Includes  inventory  changes,    includes  unpaid  labor. 


Table  2. 


-Variation  in  Income  and  Expenditures  on  Accounting  Farms  in  Illinois,  by 
Farming  Type  Areas,  1936 


Farming  type  areas 


I.  Chicago  Dairy  Area 

II.  Northwestern,  Mixed  Livestock 

III.  Western,  Livestock  and  Grain 

IV.  East  Central,  Cash  Grain 

V.  West  Central,  General  Farming 

VI.  St.  Louis  Dairy  and  Wheat  Area .  .  .  . 

VII.  South  Central,  Mixed  Farming 

VIII.  Wabasli  Valley,  Grain  and  Livestock. 


Acres  per 
farm 


193 
194 
224 
260 
251 
205 
204 
202 


Cash 
income 
per  farm 


55,912 
6,083 
6,619 
6,709 
5,400 
3,437 
3,145 
3,449 


Cash 
expendi- 
tures 


?3,601 
3,472 
3,823 
3.360 
3,372 
2,024 
1,948 
2,042 


Cash 
balance 


52,311 
2,611 
2,796 
3,349 
2,028 
1,413 
1,197 
1,407 


Inventory 
increase 


'Cash  balance  plus  inventory  increase  less  unpaid  labor,  divided  by  number  of 


51,237 
1,382 
903 
853 
687 
499 
458 
620 


Net' 
recei  pts 
per  acre 


514.37 

16.43 

13.13 

13.16 

7.71 

5.82 

4.97 

7.47 


counties  in  the  south  central  part  of  the  state  yields  were  less  than  58  percenl 
of  average.   Farm  incomes  in  1936  were  closely  correlated  with  crop  yields. 

Since  grain  prices  advanced  rapidly  in  1936  a  large  grain  inventory  at  th< 
beginning  of  the  year  was  advantageous.   Many  account  keepers  had  high  earnings 
in   1936  because  they  inventoried  corn  at  the  beginning  of   1936  at  45  cents  < 
bushel  and  sold  it  later  in  the  year  for  as  high  as  $1.00  per  bushel.    Those  area; 
which  had  good  crop  yields  in  1935  reaped  a  part  of  the  benefit  by  selling  grair 
in  1936.    Grain  inventories,  on  accounting  farms,  contained  less  bushels  of  grail 
on  January  1,  1937,  than  a  year  earlier,  although  the  total  value  was  higher.  Then    j 
were  1,732  bushels  of  corn  and  522  bushels  of  oats  on  the  average  accounting    ! 
farm  on  January  1,  1936,  but  only  1,016  bushels  of  corn  and  453  bushels  of  oat:    | 
on  January  1,  1937.    In  the  western  part  of  the  state  where  the  corn  crop  was  ven  » 
poor  in  1936  the  accounting  farmers  had  less  than  half  as  much  corn  on  ham 
January   1,   1(J37,  as  a  year  earlier.    Farmers  in  the  areas  affected  by  drouth  ii 
1936  will  tend  to  have  low  incomes  in  1937  because  of  a  shortage  of  feed  couplet    j 
with  a  high  price  for  feeds  purchased. 

The  wide  variation  in  earnings  in  different  sections  of  the  state  is  shown  ii 
Table  2.  Xet  receipts  per  acre  averaged  highest  in  the  mixed  livestock  section  o 
the  northwestern  corner  of  the  state  and  lowest  in  the  south  central  section.  Th 
cash  balance  averaged  highest  in  the  cash-grain  area  of  east-central  Illinois  wher 
the  farms  are  large.  Inventory  increases,  however,  were  less  in  this  area  than  ii  I 
the  livestock  areas.  Livestock  prices  advanced  much  less  than  grain  prices  ii 
1936  yet  the  average  net  receipts  per  acre  w  ere  the  same  for  Areas  III  and  IV 
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A  wide  range  occurred  in  earnings  on  the  accounting  farms  in  1936.  Crop 
yields  were  spotted  in  almost  every  county  and  the  differences  in  yields  between 
the  most  profitable  and  least  profitable  groups  of  farms  was  greater  than  usual. 
This  fact  tended  to  obscure  the  influence  of  other  factors  which  normally  have 
an  important  influence  on  farm  earnings,  such  as  the  volume  of  business,  kind  of 
crops  grown,  the  amount  of  livestock,  the  efficiency  of  livestock,  and  efficient  use 
of  labor  and  power;  these  are  items  which  the  careful  farm  manager  watches 
closely.  P.  E.  Johnston 

The  Wheat  Situation.  With  prospects  of  the  largest  wheat  crop  in  the 
United  States  since  1931,  the  outlook  for  the  crop  is  of  interest  because  of  the 
unusual  conditions  present.  It  is  expected  that  the  carryover  of  old  wheat  in  this 
country  on  July  1  will  be  about  90  million  bushels,  or  the  smallest  in  the  past  15 
years.  For  the  five-year  period,  1924-1928,  the  average  carryover  was  114  million 
bushels;  for  the  next  six  years,  1929-1934,  it  averaged  310  million  bushels,  reach- 
ing the  highest  point  in  1933,  with  378  million  bushels.    For  the  last  two  years 


Table  3.- 


dlsappearance  of  wheat  in  the  united  states  and  exports  for  specified 
Years  (Thousand  Bushels)1 


Crop  year 
beginning  July 

Seed 

Fed  on  farms 
of  growers 

Foods  and  com- 
mercial feeds 

Total  used 

Exports* 

1923-1929  (7  year  average) 

1930-1932  (3  year  average) 

1933-1935  (3  year  average) 

81,862 
80,699 
82,117 

49,204 
151,942 
84,462 

494,679 
507,545 
482,183 

625,745 
740,186 
648,762 

170,702 
91,940 
16,269 

'Data  from  Bureau  of  Agricultural  Economics,  U.S.D.A.     2Wheat  and  flour  from  domestic  wheat. 

the  carryover  has  been  148  and  138  million  bushels.    It  is  evident  that  there  is  no 
domestic  surplus  of  old  wheat. 

Acreages  of  the  new  crop  for  harvest  in  this  country  are  expected  to  be  47 
millions  of  winter  wheat  and  21  millions  of  spring  wheat,  or  a  total  of  68  million 
acres.  This  is  a  marked  increase  over  the  harvested  acreage  last  year  of  49 
millions  and  51  millions  two  years  ago.  While  prospective  yields  per  acre  are 
generally  indicated  as  below  average,  total  production  is  indicated  by  June  1 
condition  to  be  about  650  million  bushels  of  winter  wheat  and  175  to  200  million 
bushels  of  spring  wheat,  or  a  total  of  825  to  850  million  bushels.  The  final  outturn 
is,  of  course,  subject  to  effects  of  later  weather  conditions  and  other  causes  influ- 
encing yield  which  cannot  be  anticipated. 

It  is  evident  from  the  figures  on  domestic  uses  (Table  3),  that  the  production 
indicated  would  leave  a  surplus  of  about  150  million  bushels  for  export,  after 
allowing  for  domestic  uses  and  replenishment  of  the  present  small  carryover. 
Domestic  utilization  of  wheat  has  been  fairly  constant  for  a  period  of  years 
except  that  large  amounts  have  been  fed  on  farms  in  years  when  wheat  was  very 
low  in  price  relative  to  feed  grains.  The  probable  surplus  for  export  is  greater 
han  the  amount  shipped  out  since  1929-30,  altho  somewhat  below  the  average  for 
he  seven-year  period,  1923-1930.  (Table  3) 

The  surplus  prospects  in  this  country  are  not  likely  to  result  in  a  burden- 
some supply  of  wheat  for  the  world.  During  the  last  three  years  world  carryover 
las  been  reduced  to  about  the  pre-depression  level,  since  production  has  been  less 
han  utilization.  For  the  current  year  wheat  acreage  in  the  Northern  Hemisphere, 
xcluding  Soviet  Russia  and  China,  is  generally  below  the  last  two  years.  Yields 
n  India  are  favorable,  with  some  increase  indicated  in  the  total  production. 

World  wheat  prices  have  improved  steadily  since  early  1933,  in  line  with 
enerally  improving  conditions  and  reduced  production.    Improvement  in  world 
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Table  4. — Selected  Items  Regarding  Property,  Debts,  and  Cash  Incomes  of  348  Owner 
Operators  Keeping  Farm  Accounts  in  Illinois  in   1935 


Percent  which  debts  are  of  property: 

No  debts 

1-24.9 

25-49.9 

50  and  over 

All  farms 

79 

204 

520.492 

5,781 

107 

209 

524,653 
6,129 

530,782 
1,756 
1,258 

101 

216 

527,396 

6,716 

534,112 

10.698 

1.485 

512,183 

521.929 

5  5,153 
3,284 

61 

195 

523,412 

5,773 

348 

Property  and  debts 

208 

Value  of  land  and  farm  improvements.  .  . 

524,287 
6,158 

526,273 
0 
0 

529,185 

15,817 

2,618 

530,445 

6.417 

1,277 

0 

5  3,014 
527,768 

5  5,017 
3,127 

518,435 
510,750 

5  5,029 
2,998 

5  7,694 

526,273 

5  4,541 
2,828 

522,751 

Income 

5  4,931 

3,071 

5   1,713 
0 

5  1,890 
135 

5   1,869 
498 

5  2,031 
797 

5   1,234 

67.6% 
5  2,229 
1,636 

Minus  389 

5.8 

5  1.870 

326 

5  1,713 

0 

5  2,110 

1,689 

2,110 

5.8 

5  1,755 

7.1% 
5  2,216 
1,824 

958 

6.1 

5  1,371 

39.0% 
5  2,650 
1,992 

1,165 

6.6 

5   1,544 

Ratios  and  relationships 
Percent  of  long-term  debt  to  land  and 

26.4% 

5  2,320 

1,809 

Margin    between    productive    livestock 

1,043 

Times  value  of  farm  property  is  of  gross 

6.2 

prices  has  been  marked  during  the  current  season  reflecting  increased  demand 
and  the  lowest  supplies  of  recent  years. 

In  view  of  these  conditions  world  prices  for  1937-38  may  be  expected  to 
be  maintained  at  about  1936-37  levels  unless  total  production  greatly  exceeds 
that  of  last  year,  and  higher  prices  are  not  improbable.  In  the  United  States 
prices  are  about  on  an  export  basis,  and  unless  there  is  a  further  decline  in  crop 
prospects  or  legislative  developments  which  affect  prices,  they  are  likely  to  remain 
on  an  export  basis  during  a  considerable  part  of  the  coming  crop  year. 

R.  C.  Ross 

Cash  Incomes  and  Debt  Ratios  of  Illinois  Farmers  in  1935.  Any  sound 
borrowing  must  be  based  on  capacity  to  pay.  Otherwise  one  has  a  frozen  debt 
which  will  become  a  fixed  charge.  Many  lenders,  however,  are  more  interested  in 
the  property  which  secures  the  debt  than  in  the  incomes  of  the  borrower.  Unless 
the  individual  operating  the  property  can  make  it  earn  sufficient  to  repay  the  debt, 
a  loan  based  on  property  alone  will  become  frozen.  Such  a  loan  can  only  be  col- 
lected  by  sale  of  the  property  or  shifting  it  over  to  another  lender.  In  spite  of  the 
willingness  of  lenders  to  make  loans  in  this  manner,  any  sound  program  for 
financing  farmers  must  be  based  on  their  capacity  to  pay  over  a  reasonable  period. 

Is  there  any  relationship  between  the  debts  and  incomes  of  farmers?  Some 
figures  collected  from  farm  account  keepers  in  Illinois  in  the  summer  of  193( 
throw  some  light  on  this  question.  When  the  farm  accounts  for  1935  were  re- 
turned, information  was  obtained  from  1.055  of  the  cooperating  farmers  as  to  th( 
debts  they  owed.  From  this  information  and  the  farm  accounts,  it  was  possible  t( 
set  up  a  financial  statement  for  each  operator  and  to  determine  the  ratio  betvveer 
debts  and  property  for  each.  Certain  items  for  the  348  owner-operators,  groupec 
according  to  the  ratio  of  debt  to  property,  are  shown   in   Table  4  and  simila 
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Table  5. — Selected  Items  Regarding  Property,  Debts,  and  Cash  Incomes  of  429  Tenant- 
Operators  Keeping  Farm  Accounts  in  Illinois  in   1935 


Percent  which  debts  are  of  property: 


No  debts 


50  and  over 


All  farms 


Number  of  farms 

Acres  operated 

Properly  and  debts 
Value  of  working  capital  (which  is  also 

total  capital) 

Short-term  debts  (total) 

Net  worth 

Income 

Tenant's  cash  farm  income 

Tenant's  cash  farm  expense 

Tenant's  net  cash  income 

Interest  (calculated)  

Net  cash  after  interest 

Ratios  and  relationships 

Value  of  productive  livestock 

Value  of  feed  and  grain 

Margin  between  prod,  livestock  &  debt 

Times  value  of  farm  property  is  of  gross 

cash  income 


160 

235 


55,358 
0 

£5,358 


54,282 
2,559 


1,723 
0 


51,723 


51,750 
1,455 
1,750 


173 
249 


55,612 

661 

54,951 


53,654 
2,777 


877 
28 


5    849 


51,948 
1,411 

1,287 


65 

233 


55,291 

1,752 

53,539 


53,771 
2,905 


866 
79 


5    787 


51,747 

1,337 

Minus  5 


31 
211 


54,238 

3,251 

5    987 


53,308 
2,222 


1,086 
155 


5    931 


51,563 
991 

Minus   1,688 

1.3 


429 
239 


55,369 

767 

54,602 


53,881 
2,675 


1,206 
34 


51,172 


51,816 
1,386 
1,049 


1.4 


figures  for  429  tenant-operators  are  shown  in  Table  5.  An  analysis  of  data  for  the 
278  part-owners  is  omitted  for  lack  of  space. 

The  owner-operators  when  grouped  according  to  debts,  were  distributed  as 
follows:  no  debts — 79;  debts  from  1-25  percent  of  property — 107;  debts  from 
25-50  percent  of  property — 101 ;  and  debts  over  50  percent  of  property — 61. 
Long-term  debts  represented  only  slightly  over  one-fourth  of  the  value  of  land 
and  improvements  and  short-term  debts  about  one-fifth  of  working  capital. 

These  owners  operated  208  acres  of  land,  on  the  average,  which,  with  the 
improvements  (exclusive  of  the  house),  was  valued  at  $24,287  or  $117  per  acre. 
They  also  had  working  capital  (work  stock,  machinery  and  equipment,  productive 
livestock,  feed  and  grain)  valued  at  $6,158.  The  value  of  land,  improvements, 
and  working  capital  per  farm  increased  as  the  proportion  of  indebtedness 
increased  until  debts  reached  50  percent.  This  indicates  that  up  to  that  point, 
farmers  have  been  able  to  expand  the  scope  of  their  operations  by  borrowing. 
Above  that  point  apparently  credit  is  more  difficult  to  obtain. 

The  net  cash  income  from  farming  was  $1,870  for  the  owners.    The  cal- 

ulated  interest  averaged  $326,  leaving  $1,544  for  living  expenses,  debt  repay- 
ments and  savings.  Assuming  an  average  cash  living  expense  of  $1,000,  these 
farms  had  substantial  debt-paying  capacity,  but  since  income  varied  greatly  from 
farm  to  farm,  the  capacity  to  pay  debts  also  varied. 

There  was  apparently  little  relationship  between  income  and  debt  ratios.   The 

iwners  out  of  debt  had  somewhat  smaller  cash  incomes,  while  those  with  heaviest 

Sebts  had  somewhat  higher  incomes.  The  out-of-debt  group  includes  many 
armers  who  are  in  comfortable  circumstances  and  do  not  have  the  incentive  to 
ush  their  farm  businesses.  The  reverse  is  true  for  the  group  most  heavily  in  debt, 
vho  have  to  develop  incomes  to  meet  heavy  fixed  charges.  Whether  these  farms 
ire  being  pushed  to  the  point  where  their  soils  are  being  depleted  has  not  been 
tudied.   This  is  of  vital  importance,  however,  to  both  borrower  and  lender. 

The  cash  available  after  interest  was  paid  decreased  as  debt  ratios  increased. 
7or  the   two   groups   with    highest    debts   the   cash    income   after   interest   was 
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deducted  was  a  little  over  $100  per  month.    Thus  debt-paying  capacity  of  these 
farms  is  low  after  living  expenses  are  paid. 

The  value  of  productive  livestock,  feed  and  grain  increased  until  debts 
equaled  50  percent  of  property.  Many  of  the  owners  in  the  group  with  debts 
over  50  percent  of  property  are  stretching  their  short-term  credit  to  the  limit  to 
maintain  work  stock  and  equipment  and  probably  to  meet  fixed  charges.  The 
short-term  debts  of  this  group  exceeded  the  value  of  their  productive  livestock  by 
$389.  At  their  1935  rate  of  earnings  at  least  10  years  would  be  required  to  pay 
off  their  short-term  debts  after  farm  expenses  and  interest  are  paid,  allowing 
$1,000  for  cash  living  expenses. 

The  debt  burdens  of  the  tenants  were  much  less  in  relation  to  their  property 
and  earnings  than  those  of  the  owners  (Table  5).  The  429  tenant  farms  were 
distributed,  when  grouped  by  their  debts,  as  follows:  no  debts — 160;  debts  from 
1-25  percent  of  property — 173;  debts  from  25-50  percent  of  property — 65;  and, 
debts  50  percent  and  over — 31.  The  average  debt  was  about  14  percent  of  the 
property  compared  with  25  percent  for  owners.  The  tenants  operated  larger  farms 
in  an  effort  to  build  up  their  individual  incomes.  The  average  was  239  acres,  com- 
pared with  208  acres  for  the  owners,  and  was  smallest  for  the  most  heavily  in- 
debted group.  The  value  of  working  capital  owned  by  these  tenants  averaged 
$5,369  and  their  net  worth  (property  less  debts)  was  $4,602. 

It  is  striking  that  a  much  higher  cash  income  was  earned  by  the  tenants  who 
were  out  of  debt  than  by  those  in  debt.  The  average  net  cash  income  of  the 
tenants  (tenant's  share  only)  out  of  debt  was  $1,723  compared  with  an  average 
of  $1,172  for  all  tenants.  This  group  of  tenants  without  debts  probably  includes 
some  very  able  operators  who  have  paid  out  of  earnings  for  the  rather  moderate 
amount  of  capital  required.  This  tendency  for  tenants  out  of  debt  to  have 
superior  earnings  was  true  in  all  sections  of  the  state.  It  was  also  true  for  the 
part-owners  who  are  omitted  from  the  analysis  because  of  lack  of  space. 

The  tenants  most  heavily  in  debt  had  higher  net  cash  incomes  than  those 
more  lightly  in  debt.  This  probably  represents  greater  pressure  and  necessity  of 
earlier  sale  of  grain.  The  average  earnings  of  the  tenants  with  debts  after  inter- 
est is  paid  are  below  the  assumed  cash  living  expenses.  In  this  group  there  are* 
some  with  higher  incomes  who  will  rise  rapidly  to  the  "no  debt"  group. 

It  may  be  of  interest  to  compare  the  most  heavily  indebted  owners  and' 
tenants.  After  interest  was  paid,  the  owners  had  $303  larger  incomes  than  the 
tenants,  which  represented  about  three  percent  on  their  $10,000  larger  net  worth. 
The  tenants  out  of  debt  actually  had  as  large  earnings  as  the  owners  out  of  debt, 
in  spite  of  the  fact  that  they  had  $21,000  less  property.  This  clearly  reflects 
better  management.  The  value  of  productive  livestock,  feed  and  grain  was  largest 
for  tenant  farms  with  debt  ratios  of  1-25  percent  and  decreased  as  debts  in- 
creased. Even  so,  the  group  with  debts  from  25-49.9  percent  of  property  had 
debts  equal  to  the  value  of  their  productive  livestock. 

Conclusions.  There  was  but  little  relationship  between  income  and  debts  of 
owners,  but  the  tenants  with  the  higher  incomes  had  little  or  no  debt. 

In  1935  the  owners  with  debts  in  excess  of  50  percent  of  their  property 
had  very  little  debt-paying  capacity  after  paying  interest  and  allowing  $1,000  for 
cash  living  expenses,  while  the  earnings  above  interest  of  tenants  with  debts  did 
not  provide  this  amount  of  cash  living  expenses. 

The  difference  between  net  cash  incomes  of  all  owners  and  all  tenants  after 
interest  was  allowed  for  was  $372  which  represented  about  two  percent  on  the 
$18,149  difference  in  net  worth. 

Only  better  than  average  operators,  or  those  who  had  considerable  accumu- 
lated capital  could  have  made  much  reduction  in  debts  in   1935. 

L.  J.  Norton  and  C.  R.  Sayre 
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Premiums  for  High-Quality  Cream  and  Butter.  Although  Illinois  farmers 
produce  about  60,000,000  pounds  of  butter  fat  annually,  until  recently  no 
premiums  have  been  paid  regularly  for  high-quality  cream.  Consequently,  the 
quality  of  butter  made  in  this  state  has  not  improved  in  recent  years  to  the  same 
extent  as  in  areas  where  premiums  have  been  paid.  The  Land  O'  Lakes  Cream- 
eries, with  427  member  creameries  located  in  Minnesota  and  surrounding  states, 
began  to  pay  producers  a  premium  of  3  cents  per  pound  of  butterfat  for  high- 
quality  cream  in  the  early  twenties.  In  1925,  about  two-fifths  of  the  total  produc- 
tion of  these  creameries  was  93  score  butter.  Thru  continued  use  of  premiums, 
this  proportion  of  high-quality  butter  had  increased  to  74  percent  by  1935.  During 
the  same  period  the  production  of  butter  scoring  90  or  under  decreased  from  19 
percent  to  4  percent  of  the  total. 


5.06  4.34  3.20  2.77   2.90  3.06  3.65    2.26  2.30  2.61    2.33    1.48    1.81     1.55    1.29    1.15 


Fig.  1. — Yearly  Average  Prices  of  92  Score  and  89  Score  Creamery  Butter 
and  Differences  Between  These  Prices  at  Chicago,  1921-1936 

More  recently  Oregon  and  California  have  established  a  system  of  con- 
sumer's grades  under  state  inspection.  Under  this  system  the  consumer  has 
definite  knowledge  of  the  quality  of  butter  he  purchases.  California  requires 
each  carton  of  butter  to  be  labelled  as  to  grade.  "First  quality"  butter  is  92 
score;  "second  quality,"  90  and  91  score;  "third  quality,"  88  and  89  score;  while 
"fourth  quality"  is  butter  below  88  score,  and  is  used  for  cooking  purposes  only. 
Until  recently  the  use  of  consumer  grades  in  Oregon  was  voluntary,  but  is  now 
required  under  a  recent  state  law. 

Premiums  paid  by  the  Land  O'  Lakes  Creameries  from  1921-1927  were 
made  possible  by  higher  market  prices  for  high-quality  butter,  together  with 
premiums  obtained  thru  special  market  outlets.  From  1921-1927  the  price  for 
)2  score  butter  on  the  Chicago  market  averaged  3.6  cents  per  pound  higher 
:han  for  89  score  (Figure  1).  In  later  years,  however,  the  spread  between  prices 
:>f  92  and  89  score  butter  has  decreased.  During  the  years  1928-1931  the  price 
spread  averaged  2.4  cents  per  pound;  and  during  1932-1936,  1.4  cents.  This 
lecrease  in  price  spread  from  1927  to  1936  may  be  attributed  to  an  increased 
/olume  of  high-quality  butter  being  marketed  without  a  corresponding  increase 
n  demand.    The  increasing  proportion  of  high-quality  butter  resulted  from  im- 
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Table  6. — Estimated  Daily  per  Capita  Consumption  of  Whole  Milk  in  14  Cities  in  the 
United  States  Having  Populations  of  More  Than  500,000,   May,   19341 


City 

Pints  per  capita 

City 

Pints  per  capita 

.77 
.72 
.70 
.65 
.64 
.64 
.60 

Pittsburgh 

.57 

.54 

Detroit. . . 

.53 

.53 

Buffalo 

.48 
.43 

Philadelphia 

.42 

'Illinois  Experiment  Station  Bulletin  412,  1934,  p.  161,  Table  18. 


proved   methods   of   processing,   better   care   of   cream   at   the    farm,   and   more 
frequent  deliveries  made  possible  by  use  of  trucks  on  improved  roads. 

On  the  Chicago  market  the  spread  between  the  price  of  92  and  89  score 
butter  decreased  from  1.29  cents  per  pound  in  1935  to  1.15  cents  in  1936,  while 
on  the  San  Francisco  market  the  price  spread  increased  from  2.29  cents  in  1935 
to  2.60  cents  in  1936.  The  price  of  92  score  butter  in  San  Francisco  in  1936 
averaged  li/2  cents  per  pound  higher  than  in  Chicago,  or  about  the  same  amount 
that  the  price  spread  in  San  Francisco  exceeded  that  in  Chicago. 

A.  J.  Browx 

Distribution  of  Milk  Through  Stores  and  Depots.  Store  or  depot  sales  of 
milk  at  lower  than  delivered  prices  tend  to  increase  per  capita  consumption, 
dairymen's  incomes,  and  the  proportion  which  farmers  receive  of  the  consumer's 
milk  dollar.  Low  store  prices  encourage  people  to  buy  more  milk,  and  increased 
sales  of  market  milk,  in  turn,  return  more  money  to  farmers  since  market  milk 
brings  a  higher  price  than  manufactured  milk.  Distribution  costs  for  store  or 
depot  sales  are  lower  than  those  on  retail  routes ;  hence,  the  farm  price  for  these 
sales  constitutes  a  larger  part  of  what  consumers  pay  for  the  products. 

Store  sales  of  milk  in  New  York  and  Boston  have  been  an  important  part 
of  total  sales  for  a  longer  period  than  in  other  large  cities.  In  1934,  Boston, 
Minneapolis,  and  New  York  had  the  highest  estimated  per  capita  consumption 
of  milk  of  the  14  largest  cities  in  the  United  States  (Table  6).  High  per  capita 
consumption  in  Boston  and  New  York  can  be  attributed  principally  to  low  store 
prices,  and  in  Minneapolis  to  low  wagon  prices. 

The  estimated  per  capita  consumption  of  milk  in  New  York  City  from 
1910  to  1914  averaged  .54  pint  daily  (Table  7),  or  the  same  amount  consumed 
in  Chicago  20  years  later  (Table  6).  The  greatest  increase  in  per  capita  sales 
occurred  from  1920  to  1924,  when  they  averaged  about  .71  pint  daily,  or  12  per- 
cent more  than  in  the  previous  five-year  period;  sales  from  1925  to  1932  averaged 
.78  pint  daily,  or  about  10  percent  more  than  the  period,  1920-1924. 

In  1927,  about  one-third  of  the  total  sales  of  milk  in  New  York  were  store 
salts  for  household  uses,  while  in  more  recent  years,  this  proportion  has  in- 
creased.1 In  June,  1933,  the  ordinance  prohibiting  the  sale  of  (lipped  milk  became 
effective.  This,  combined  with  lower  consumer  incomes,  and  other  causes,  re- 
sulted in  a  reduction  in  per  capita  sales  to  .70  pint  daily  in  1934  (Table  6).  By 
1936,  per  capita  sales  had  increased  to  .73  pint  daily. 

The  Sheffield  Farm  Company,  the  second  largest  milk  distributor  in  New 
York  City,  has  been  selling  milk  through  stores  for  more  than  20  years.  In  1936, 
this  Company  had  123  stores  listed  in  the  New  York  City  Telephone  Directory 
and  an  estimated  total  number  of  about  200  stores  in  the  New  York  metropolitan 
area.    Prior  to  June,   1933,  most  milk  sold   through  stores  in  this  market  was 

Illinois   Agricultural    Experiment    Station    Hulletin    397,    1934,   p.    445. 
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Table  7. — Changes  in  the  Estimated  Daily  per  Capita  Consumption  of  Milk  in  the 
New  York  Metropolitan  Area,  1910-19321 


Year 


1910-14 
1915-19 
1920-24 


Daily  consumption  per  person 


Pint 


.54 
.59 
.71 


Percent 
(1910-14  =  100) 


100 
109 
131 


Year 


1925-29. 
1930-32. 


Daily  consumption  per  person 


.78 

.78 


Percent 
(1910-14  =  100) 


144 
144 


•Spencer,   Leland,  "Economic  Aspects  of  Milk  Control,"  American  Creamery  and   Poultry  Produce  Review, 
March  29,  1933,  p.  764,  Table  1. 

dipped  milk  which  sold  at  prices  of  from  four  to  six  cents  a  quart  lower  than 
Dottle  milk  on  retail  routes.  From  1925  to  1931,  the  price  for  Grade  B  dipped 
Tiilk  at  stores  averaged  4.7  cents  a  quart  less  than  Grade  B  milk  on  retail  routes.1 
Over  three-fourths  of  the  milk  sold  in  New  York  City  is  classified  as  Grade  B. 
During  the  past  winter,  the  price  of  Grade  B  milk  on  retail  routes  delivered  in 
*lass  bottles  has  been  13  cents  a  quart,  as  compared  with  a  store  price  of  10  cents 
n  many  parts  of  the  city  for  milk  in  paper  bottles.  In  some  areas,  where  compe- 
dtion  was  less  keen,  store  prices  have  been  11  or  12  cents  a  quart. 

During  the  past  two  years,  there  has  been  a  surprising  increase  in  the  sale 
)f  milk  in  paper  bottles  to  stores  and  schools.  The  City  Department  of  Health 
"eports  that  approximately  2,400,000  individual  packages  containing  quarts  or 
;maller  quantities  of  milk  and  cream  are  now  used  daily  in  New  York  City,  about 
300,000  of  which  are  single-service  containers. 

A  question  frequently  raised  is  whether  the  use  of  paper  bottles  lowers  the 
]uality  of  milk.  Studies  by  Tracy  and  Prucha2  have  shown  that  practically  no 
ncrease  in  the  bacterial  content  of  milk  results  from  the  use  of  paper  bottles 
)roduced  by  the  machine  used  in  their  experiment.  Results  from  this  study  are 
>eing  summarized  for  publication. 

In  Boston  from  1921  to  1932,  store  sales  of  milk  constituted  an  increasingly 
arge  proportion  of  total  sales.  This  increase  resulted  from  the  policy  originally 
nitiated  by  the  First  National  Stores,  of  selling  store  milk  at  prices  lower  than  on 
etail  routes.  In  1921  store  sales  in  the  Boston  Metropolitan  area  were  negligible. 
\v  the  early  part  of  1932,  they  had  increased  to  38  percent  of  the  total  milk  sales 
o  this  market.3  From  1922  to  1925,  the  differential  between  the  store  and  retail 
lelivered  price  averaged  about  3  cents  a  quart,  as  compared  with  21/$  cents  from 
926  to  1933.  Since  1933,  the  usual  differential  has  been  1  or  2  cents  a  quart. 
In  many  other  markets  store  sales  of  milk  have  become  an  increasingly  im- 
portant part  of  total  milk  sales  during  the  past  few  years.  In  San  Francisco, 
tore  sales  increased  from  15  percent  of  the  total  in  1929  to  46  percent  in  1935. 
Hiring  this  same  period  store  sales  in  Los  Angeles  increased  from  20  to  40  per- 
ent  of  total  sales.  In  Chicago,  substantial  increases  occurred  from  1932  to  1936. 
Other  studies  show  indirectly  that  low  prices  for  milk  tend  to  increase  con- 
umption.  Thus,  a  study  in  1935  showed  that  consumers  buy  more  canned  milk 
lien  market  milk  prices  are  high,  while  consumption  of  canned  milk  decreases 
dien  market  milk  is  relatively  cheap.4  A  recent  study  of  1,026  families  in 
pacific  Wisconsin  cities  has  shown  that  with  an  increase  in  family  income  per 
apita  consumption  of  canned  milk  decreased  wdiile  market  milk  consumption 

'"Is  Loose  Milk  a  Health  Hazard?",  Report  of  Milk  Commission,   Health  Department,  New  York  City, 
>31,  p.   113,  Table  39. 

2Dairy  Husbandry  Department,  University  of  Illinois. 

'Illinois   Agricultural    Experiment    Station    Bulletin    397,    p.    495. 

4Illinois   Farm   Economics,   July,    1935,   pp.   7-8. 
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Table   8. — Costs  for   Distributing   Milk  Through    Milk   Depots,    Danville,    Illinois, 

January,  19371 


I.  Cost  for  delivery  from  plant  to  depots: 

Labor 

Truck  operating  expense,  including  depreciation 
I nterest 

Total 

II.  Bottle  cost 

III.   Depot  costs: 

Labor 

Advertising 

Rent 

Depreciation 

Fire  and  riot  insurance 

Repairs 

Interest 

Supplies 

Heat,  light,  and  water 

Refrigeration 

Telephone  and  telegraph 

General  administration  expenses 

Sales  tax 

Total  depot  costs 

Total  cost  of  distribution 


Unit  cost  per 
Quart  bottle 


cents 
.135 
.159 
.006 

.Mm 


Percent 


45.0 

53.0 

2.0 

100.0 

100.0 


61.5 
7.8 
4.3 
1.6 
.5 
.7 
1.0 
5.5 
1.3 
1.6 
1.8 
4.8 
7.6 

100.0 


'Data  obtained  through  the  courtesy  of  the  Producers  Dairy,  Danville,  Illinois. 


increased.1  A  study  of  8,136  families  in  St.  Louis,  in  1934,  showed  that  market 
milk  consumption  increased  with  an  increase  in  family  income.2  Since  canned 
milk  consumption  decreases  with  a  decrease  in  market  milk  prices,  and  since 
market  milk  consumption  increases  as  family  incomes  increase,  it  is  reasonable 
to  assume  that  lower  retail  prices  result  in  increased  consumption  of  market  milk. 

The  lower  store  prices  in  New  York  and  Boston  are  not  the  result  of  lower 
prices  paid  to  farmers.  Farmers  selling  milk  to  the  Sheffield  Farms  Company 
in  New  York  and  to  the  Bellows  Falls  Cooperative  Creamery,  which  supplies 
milk  to  the  First  National  Stores  in  Boston,  have  received  higher  average  prices 
for  milk  than  those  paid  by  other  groups  in  the  same  dairy  districts.  From  1921 
to  1934,  the  country  plant  price  for  3.5  percent  milk  paid  producers  by  the  Shef- 
field Farms  Company  averaged  $2.43  per  100  pounds,  as  compared  with  $2.17 
paid  to  members  of  the  Dairymen's  League.3  As  a  result  of  higher  average  prices 
to  producers  and  increased  market  outlets,  the  Bellows  Falls  Cooperative  in- 
creased the  number  of  its  patrons  from  350  in  1921  to  over  1,400  in  1934.  It  is 
evident,  therefore,  that  lower  store  prices  both  in  New  York  and  Boston  resulted 
from  lower  costs  of  distribution  rather  than  from  paying  lower  prices  tc 
producers. 

Store  and  Depot  Distribution  Costs.  The  volume  of  sales  of  the  Producers 
Dairy,  a  cooperative  association  in  Danville,  Illinois,  has  increased  steadih 
since  March,  1 934.  when  it  first  began  to  sell  milk  through  depots.  At  the  presenl 
time,  most  of  the  milk  products  of  this  Dairy  are  distributed  through  its  15  depots 
or  stations  and  through  its  wholesale  outlets  to  stores,  while  a  small  volume  is 
sold  on  retail  delivery  routes.  The  price  of  store  milk  in  Danville  is  2  to  4  cents 
a  quarl  lower  than  on  retail  routes,  the  difference  depending  upon  the  quantity 

'Mortensen,  W.  B.,  University  of  Wisconsin,  Competitive  Market  Forces  and  Their  Effects  Upoi 
Fluid    Milk    Consumption,   Journal    of   Farm    Economics,    May,    1°3~,    pp.    505. 

-'Illinois   Experiment   Station    Bulletin    112,  pp.    101,  Table  3. 

3Connll  University  Farm  Economics,  June,  1934,  No.  ,x<,,  p.  2090,  and  Fluid  Milk  Report,  U.  S 
Department  of  Agriculture,  Monthly  issues,  1934.  One  of  the  underlying  causes  for  this  price  differenc 
was  the  fait  that  tin-  Dairymen's  League  handled  a  higher  proportion  of  surplus  milk  than  that  handle' 
by    the    Sheffield    Farms    Company. 
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Table  9. — Store  and  Depot  Distribution  Costs,  Boston  and  Danville1 


Item 


- 


Bottles 

Delivery  from  plant  to  store  or  depots 
Store  or  depot  costs 

Total 


Unit  cost  per  quart  bottle 


Danville2 


cents 
.12 
.30 

2.22 

2.64 


Boston3 


cents 

.12 

2.10* 

1.35 

3.57 


'Since  plant  costs  are  the  same  whether  milk  is  sold  through  stores  and  depots  or  on  retail  routes,  they  were  not 
included  in  this  comparison.  2See  Table  3.  3Data  obtained  from  Summary  Report  on  Cost  of  Distributing  Milk  in 
the  Boston  Market,  Prepared  for  the  Massachusetts  Milk  Control  Board,  October,  1936.  Table  10-a,  p.  21,  and  Table 
12-a,  p.  22.     4Includes  three-fourths  of  the  interest  cost  of  .08  cent  per  quart  bottle  as  shown  in  Table  10-a,  p.  21. 


Table  10.- 


-Receipts  from  Sale  of  Principal  Farm  Products  and  Government  Payments, 
January-April,  Illinois  (Thousand  Dollars)1 


Illinois 


Crops 

Livestock  and  livestock  products 
Government  payments 


212,969 

61,782 

1,082 

5  75,833 


515,242 
90,342 
17,539 

5123,123 


530,996 

94,955 

3,471 

5129,422 


1937 


539,688 

105,666 

12,708 

5158,062 


Receipts  from  Sales  of  Principal  Farm  Products  and  Government  Payments,  January- 
April,  United  States  (Million  Dollars) 


United  States 

1934 

1935 

1936 

1937 

5        732 
865 
104 

5        657 

1,117 

221 

5        700 
1,297 

54 

5         949 

Livestock  and  livestock  products 

1.373 
283 

5     1,701 

5     1,995 

5     2,051 

5     2,605 

'Data  from  Bureau  of  Agricultural  I 

purchased.    All  milk  sold  by 

xonomics,  U.  S.  D 

:he  Producer; 

A. 

5  Dairy  is  sul 

)ject  to  the  supervision  of 

he  Illinois  State  Board  of  Health. 

In  January,  1937,  costs  for  distributing  milk  through  depots  in  Danville 
ifter  the  milk  was  processed  and  bottled,  averaged  2.64  cents  per  quart  bottle 
Table  8).  Over  three-fifths  of  the  depot  costs  consist  of  salaries  and  commis- 
iions  paid  depot  operators.  The  standard  rate  of  commissions  is  one-seventh  of 
he  total  sales  value  for  all  products  other  than  butter  and  eggs,  for  which  he 
eceives  2  cents  a  pound  or  carton.  A  1-cent  deposit  is  charged  consumers  for 
;-ach  bottle.    Itemized  costs,  including  labor,  are  shown  in  Table  8. 

Distribution  costs,  including  bottles,  delivery  from  plant  to  stores,  and  store 
<>sts,  for  Boston  averaged  3.57  cents  per  quart  bottle,  or  about  one  cent  a  quart 
tigher  than  in  Danville  (Table  9).  Delivery  costs  to  stores  were  much  higher  in 
>OSton  than  in  Danville,  because  of  the  extra  cost  incurred  in  maintaining  branch 
>ading  stations.  In  Danville,  all  depots  are  located  within  a  radius  of  six  miles 
•f  the  central  plant  and  can  be  serviced  directly.  -p    w   Bartlktt 

Cash  Farm  Incomes  Increasing.  Current  cash  incomes  of  Illinois  farmers 
or  the  first  four  months  of  1937  were  more  than  double  those  in  1934  (Table  10). 
between  these  years  sales  of  crops  and  livestock  and  livestock  products  have  in- 
reased  annually  in  value  during  the  January-April  period.    The  increase  from 
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1936  was  most  marked  in  crop  sales  because  of  the  marked  price  advance. 
Government  payments  were  much  larger  during  these  months  in  1937  than  in 
1936,  but  only  about  three-fourths  as  large  as  in  1935. 

Corresponding  figures  for  the  United  States  show  much  the  same  trend 
although  the  extent  of  the  increase  since  1934  has  been  relatively  less  than  in 
Illinois.  The  gains  shown  for  1937  were  not  evenly  distributed  in  the  various 
parts  of  the  country,  the  greatest  gains  from  current  sales  being  in  the  South 
Central  States  and  the  least  in  the  West  North  Central  States  where  the  effects 
of  the  1936  drouth  were  severe. 


Table  A. — Indexes  of  Business  Conditions,  Same  Month  1921-1929  =  100 


Whole- 
sale 
prices  of 
all  com- 
modities 
(U.  S.)» 

Farm  prices 

Cash  income  to 
Illinois  farmers 

Prices 
paid  by 
farmers 
for  com- 
modities 
bought 
(U.  S.)1 

Pur- 
chasing 
power  of 
income  to 
Illinois 
farmers 

Factory 
payrolls 
in  the 
United 
States4 

Cost  of 
living 
in  the 
United 
States5 

Pur- 

Illinois2 

United 
States1 

Millions1 

Indexes3 

factory 
payrolls 

1929 

1930 

1931 

1932 

1933 

1934 

1935 

1936 

April,  1936. .  . 
Jan.,  1937.... 
Feb.,  1937.  .  . 
Mar.,  1937... 
Apr.,  1937.  .  . 
May,  1937.  .  . 

97 

88 

74 
66 
67 
76 
82 
82 
81 
86 
87 
89 
90 

109 

95 

65 

44 

47 

64 

88 

91 

84 

106 

108 

107 

114 

112 

103 
89 
61 
46 
49 
64 
76 
80 
75 
91 
90 
91 
93 
92 

£548.6 

459.7 

309.5 

228.7 

276.7 

312.7 

378.1 

453.1 

34.2 

41.5 

34.5 

40.1 

41.9 

108 
91 
61 
45 
55 
62 
75 
90 
76 
91 
92 
94 
95 

100 
96 
82 
71 
70 
80 
82 
81 
79 
84 
84 
86 
87 
87 

108 

95 

74 

63 

79 

77 

91 

111 

96 

108 

110 

109 

109 

112 
91 
69 
48 
51 
64 
73 
85 
81 
97 
98 
102 
107 

99 
96 
86 

77 
74 
78 
82 
84 
83 
85 
86 
87 
88 

113 

95 

80 

62 

69 

82 

89 

101 

98 

114 

114 

117 

122 

Table  B. — Prices  and  Price  Indexes  of  Illinois  Farm  Products 


Product 


Corn,  bu 

Oats,  bu 

Wheat,  bu 

Barley,  bu 

Hogs,  cwt 

Beef  cattle,  cwt.. 

Lambs,  cwt 

Milk  cows,   head 
Veal  calves,  cwt. . 

Sheep,  cwt 

Horses,  head .... 

Butterfat,  lb 

Milk,  cwt 

Eggs,  doz 

Chickens,  lb 

Wool,  lb 

Apples,  bu 

Hay,  ton 

Potatoes,  bu 


54.00 

6.86 

4.72 

153.00 

i'.i's 

.16 

.12 

.19 

1.30 

14.31 

.82 

Illinois  index  of  farm  prices. 


Prices 


May  average 


59 
39 
94 
65 
42 
02 
28 


1921-29 


5       .74 

.42 

1.29 

.67 

9.30 

7.90 

11.83 

72.00 

9.79 

6.38 

89.00 

.37 

2.06 

.22 

.22 

.32 

2.01 

14.37 

1.34 


May 
1936 


$       .57 
.23 

.88 

.50 

9.00 

7.10 

9.30 

55.00 

8.10 

4.10 

117.00 

.25 

1.45 

.18 

.17 

.27 

1.00 

8.00 

.95 


April 
1937 


£1.26 

.52 

1.33 

1.00 

9.50 

8.30 

10.10 

60.00 

8.70 

4.70 

111.00 

.31 

1.95 

.20 

.15 

.35 

1.85 

16.20 

1.50 


May 
1937 


$    1.24 

.50 

1.20 

1.01 

9.90 

8.70 

10.30 

60.00 

8.70 

4.40 

111.00 

.29 

1.85 

.17 

.14 

.35 

1.80 

16.00 

1.45 


Indexes:   same  month 
1921-1929  =  100 


May 
1936 


77 
55 

68 
75 
97 
90 
79 
76 
83 
64 
132 
67 
70 
79 
78 
84 
50 
56 
71 
80 


April 
1937 


180 
124 

106 

152 

101 

108 

87 

84 

88 

70 

125 

76 

78 

91 

70 

110 

89 

114 

111 

114 


May 
1937 


168 

119 

93 

151 

106 

110 

87 

83 

89 

69 

125 

78 

90 

76 

66 

109 

90 

111 

108 

112 


1-BOrininal  data  for  Tables  A  and  B  were  obtained  from  the  following  sources:  (1)  Bureau  of  Agr 
cultural  Economics,  U.S. I). A.  Beginning  with  January,  1936,  cash  income  to  Illinois  tanners  includes  th 
revised  estimates  of  the  Bureau;  (2)  Illinois  Crop  Reporting  Service,  Illinois  State  Department  of  A 
turc,  and  U.  S.  Department  of  Agriculture,  cooperating;  (,3)  Monthly  data  include  an  average  of  cum  i 
month  with  eleven  preceding  months;  (II  Federal  Reserve  Board;  (5)  National  Industrial  Conferenc 
Board.    For  explanations  of  computations,  see  Number  2,  July,    1935. 


Illinois  Farm  Economics 


Department  of  Agricultural  Economics,  College  of  Agriculture  and  Agricultural  Experi- 
ment Station,  in  cooperation  with  the  Extension  Service  in  Agriculture 
and  Home  Economics,  University  of  Illinois 


Urbana 


July  and  August,  1937 


Numbers  26  and  27 


CURRENT  ECONOMIC  DISCUSSIONS  ON  THE  AIR 


The  following  special  Agricultural  Economics  broadcasts  are  a  part  of  the  programs  in 
Agriculture  and  Home  Economics  which  are  broadcast  regularly  by  the  College  of 
Agriculture.  The  Agricultural  Programs  are  daily  except  Saturday  at  12:30  to  1:00 
p.m.  The  Home  Economics  programs  are  Monday,  Wednesday,  and  Friday,  10:02- 
10:15  a.m.,  Station  WILL,  580  Kilocycles. 

Friday,  August  27 — "Feed  and  Feeder  Prospects" — P.  E.  Johnston. 

Friday,  September  3 — "Farm  Sports  Festival" — D.  E.  Lindstrom. 

Friday,  September  10 — "Facts  About  the  Wheat  Situation" — L.  J.  Norton,  R.  H. 
Wilcox,  J.  C.  Hackleman  and  Benjamin  Koehler. 

Friday,    September    17 — "The    Current    Economic    Situation    As    It    Affects    the 
Farmer" — E.  J.  Working  and  G.  L.  Jordan. 

Friday,  September  24 — "Developments  in  the  Feed  and  Feeder  Situation" — P.  E. 
Johnston  and  L.  H.  Simerl. 


pasture  Condition,  August  1,1937* 


80  and  c 
65  to  80 
50  to  85 
35  to  50 
Under  35 


t-X'l  Good  to  excellent 
V/A  Poor  to  fair 

Very  poor 
E3B  Severe  drough* 
H  Extreme  drought 


J. 5.  DEPARTMENT  OF  AGRICULTURE 


BUREAU   OF  AGRICULTURAL  ECONOMICS 


Fig.  1. — Pasture  Conditions  Have  Been  Generally  Good  This  Year  Except 
for  a  Strip  from  North  to  South  in  the  Great  Plains  Area 


The  outlook  information  in  this  issue  is  based  upon  reports  issued  by  the  Bureau 

of   Agricultural    Economics,    U.S.D.A. — R.    C.    Ross,    Editor. 

'rinted    in    furtherance    of    the    Agricultural    Extension    Act    approved    by    Congress    May    8,    1914.     H.    W. 

Mumford,  Director,  Extension  Service  in  Agriculture  and  Home   Economics,  University  of  Illinois 


General  Business  Conditions.  Business  conditions  are  undergoing  the 
usual  midsummer  breathing  spell  after  a  spring  of  great  activity,  and  in  prospect 
of  an  active  fall  period.  Profits  for  the  first  six  months  of  1937  for  315  industrial 
corporations  representing  many  different  lines  of  manufacturing  and  merchandis- 
ing were  36  percent  ahead  of  the  same  period  in  1936,  according  to  data  published 
by  the  National  City  Bank  of  New  York.  Industries  showing  the  greatest  gains 
were  iron  and  steel,  paper  products,  heating  and  plumbing,  railway  equipment,  and 
building  materials.  These  represent  largely  the  heavy  industries,  making  goods 
used  in  further  production.  Such  lines  suffered  the  greatest  declines  during  the 
depression,  and  have  been  slow  in  their  recovery.  Among  the  lines  showing  least 
gains  or  incurring  losses  were  miscellaneous  food  products,  baking  and  miscellane- 
ous services — lines  which  held  up  reasonably  well  during  the  depression  and 
recovered  rather  quickly.  Tn  some  other  lines,  like  automobiles,  lower  returns 
were  shown,  due  largely  to  the  very  high  levels  established  a  year  ago,  and  to 
some  extent  to  labor  difficulties. 

Total  exports  (agricultural  and  non-agricultural)  for  the  first  six  months  of 
1937  were  33  percent  above  last  year,  and  amounted  to  1.54  billion  dollars. 
Imports  increased  even  more  rapidly,  44.6  percent,  and  totaled  1.68  billions. 

The  first  six  months  were  beset  with  labor  troubles,  political  uncertainty,  and 
rising  costs.  Of  these  difficulties,  the  first  two  have  moderated,  but  rising  costs 
due  to  wage  increases  and  increasing  cost  of  materials,  are  still  in  the  picture, 
retarding  building  construction  and  forecasting  further  price  advances  which  will 
partially  nullify  the  wage  gains. 

Activity  in  steel  and  textile  industries  continues  high,  and  buying  of  farm 
machinery  is  active ;  and  automobile  production  is  slowing  down  in  preparation 
for  the  new  models.  Prices  of  farm  crops  are  declining  in  the  face  of  a  high  and 
widely  distributed  production  of  crops  harvested  and  prospects  of  big  crops  of 
corn  and  cotton.  Prices  of  livestock  and  livestock  products  are  generally  strong 
with  supplies  limited. 

Agricultural  Conditions.  The  situation  in  agriculture  has  been  variously 
described  from  "favorable"  to  "brilliant".  Progress  has  been  made  as  is  indicated 
by  receipts  from  sales  of  principal  farm  products  during  the  first  six  months  of 
$3,503,000,000.  This  is  12  percent  above  the  same  period  in  1936,  28  percent  above 
1935,  and  44  percent  above  1934.  Thus  far,  the  gains  have  been  unevenly  dis- 
tributed because  of  drouth,  unbalanced  prices,  etc.  While  the  larger  production  of 
crops  this  year  will  lead  to  price  adjustments,  there  should  result  a  better  balance 
between  prices  of  livestock  and  livestock  products  and  feeds,  and  between  agricul- 
ture and  other  industries  which  will  aid  in  the  exchange  of  products  among  these 
groups. 

Crop  Production.  The  indicated  crop  production  for  1937  can  be  inter- 
preted best  by  comparison  with  the  five-year  period,  1928-1932  (Table  1).  Of 
the  crops  listed,  only  spring  wheat,  oats  and  barley  appear  likely  to  fall  below 
the  period  average  for  the  United  States.  For  Illinois,  the  same  crops  are  shorter 
as  are  also  potatoes. 

Estimated  production  is  not  yet  available  for  soybeans  and  cowpeas,  but  the 
condition  report  for  August  1  indicates  better  than  average  prospects  for  both 
crops  both  for  the  United  States  and  for  Illinois. 

In  comparison  with  the  short  crops  of  recent  years,  the  indicated  production 
for  this  year  shows  a  marked  increase.  The  question  is  being  raised  whether  the 
production  is  excessive,  and  likely  to  bring  disastrous  prices.  As  compared  with 
most  years  the  carryover  of  crops  from  last  year  is  exceptionally  short,  the 
domestic  demand  is  much  stronger,  and  there  is  need  to  have  a  more  ample  carry- 
over held  in  reserve  a  year  hence.  From  these  standpoints  a  large  production  waS 
needed;  if  similar  production  is  continued  it  may  lead  to  difficulties. 
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Nearly  all  parts  of  the  country  are  sharing  in  the  larger  production.  The 
effect  of  weather  conditions  may  be  measured  by  pasture  conditions  on  August  1 
(Fig.  1).  Except  for  a  drouth  area  extending  from  Montana  and  North  Dakota 
to  Texas,  pasture  conditions  are  generally  good — better  than  in  six  of  the  past 
seven  years. 

Corn.  For  the  United  States  the  indicated  corn  production  is  four  percent 
above  the  1928-1932  average,  and  74  percent  above  1936.  For  Illinois,  prospects 
are  for  15  percent  above  the  five-year  average  and  78  percent  above  1936. 

The  condition  of  the  corn  crop  is  similar  to  the  map  showing  pasture  condi- 
tion  (Fig.   1).    In  North  Dakota,  South  Dakota,   Nebraska,  Kansas,   Missouri, 

Table  1. — Average  Production  of  Selected  Crops  1928-1932  and  Indicated  Production 
for  1937,  United  States  and  Illinois1 


Corn,  bu 

Wheat,  all,  bu 

winter,  bu 

spring,  bu 

Oats,  bu 

Barley,  bu 

Grain  sorghums,  bu 
Hay,  all  tame,  ton. 

Apples,  bu 

Peaches,  bu 

Pears,  bu 

Potatoes,  bu 

Sweet  potatoes,  bu. . 


Total  Production  (in  thousands) 


United  States 


2,554,772 

864,532 

623,220 

241,312 

1,215,102 

281,237 

97,760 

70,146 

164,355 

57,298 

24,334 

372,115 

66,368 


2,658,748 
890,419 
688,145 
202,274 
1,130,628 
227,398 
102,643 

74,901 
202,274 

59,018 

30,388 
402,537 

73,989 


Illinois 


336,738 

33,183 

30,674 

2,509 

152,009 
11,707 

3410 

4,581 
1,708 

475 
4,511 

535 


387,491 

45,065 

44,557 

508 

148,260 

3,312 

3i302 
8,960 
2,088 

944 
3,870 

600 


'From  United  States  Department  of  Agriculture,  August  Crop  Report. 
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Oklahoma  and  Texas,  prospects  are  for  a  lower  production  than  the  five  year 
average,  1928-1932,  although  much  above  the  1936  production  which  was  excep- 
tionally low  in  this  general  area.  Farther  east,  however,  prospects  for  corn  pro- 
duction are  generally  very  good.  The  estimated  production  of  2.66  billion  bushels 
exceeds  yearly  production  since  1932,  and  has  been  equalled  only  twice  since 
1925.  It  should  provide  ample  feed  to  permit  expansion  of  livestock  production, 
jW'hich  has  been  limited  by  feed  shortage. 

Wheat.  The  indicated  wheat  crop  of  890  million  bushels  will  provide  an 
exportable  surplus  of  about  183  million  bushels.  This  is  likely  to  give  the  United 
States  the  position  of  the  largest  exporter  of  wheat  in  1937-1938.  Because  of  lower 

roduction  in  most  other  countries,  and  a  much  reduced  carryover  of  old  wheat  in 

11  parts  of  the  world,  the  world  price  is  expected  to  be  well  maintained.   With  the 
arger  crop  and  prospective  prices,  the   1937  crop  is  expected  to  be  the  most 

aluable  since  about  1927. 

Yields  of  winter  wheat  were  affected  by  rust  in  many  areas,  resulting  in 

ide  variations  in  the  same  community.  Quite  generally,  average  yields  by  states 
were  close  to  the  5  year  figures,  but  acreages  were  larger.  In  Kansas,  Nebraska, 
VIontana,  Washington,  Oregon  and  Colorado,  production  was  somewhat  below 
iverage. 

Spring  wheat  production  has  been  reduced  by  drouth,  heat,  grasshoppers,  and 
*ust.    The  extent  of  the  damage  has  been  spotted,  however,  and  production  is 

xpected  to  be  about  84  percent  of  the  5  year  average,  but  nearly  double  the 

936  crop. 

[  123  1 


Oats.  Production  of  oats  is  indicated  as  7  percent  below  the  5  year  aver- 
age, but  43  percent  larger  than  the  1936  crop.  Fewer  oats  are  needed  now  than 
before  the  heavy  reductions  in  numbers  of  horses,  hence  the  crop  will  be  ample 
for  current  use  and  for  providing  a  normal  carryover. 

Fruits.  The  combined  tonnage  of  apples,  peaches,  pears,  cherries,  plums, 
prunes,  and  apricots  for  1937  is  expected  to  be  16  percent  above  the  5  year  aver- 
age. For  Illinois  apple  prospects  are  90  percent  above  the  5  year  average,  1928- 
1932;  peaches,  22  percent  above;  pears,  20  percent  above;  and  grapes,  41  percent 
above.  This  points  to  large  supplies  available  with  relatively  little  transportation, 
and  should  be  helpful  both  to  producers  and  consumers. 

Beef  Cattle.  Cattle  on  feed  on  August  1  in  the  Corn  Belt  states  were 
reported  by  the  United  States  Department  of  Agriculture  as  29  percent  below 
last  year,  and  the  smallest  in  many  years.  The  western  Corn  Belt  States  had  small 
numbers  on  feed  a  year  ago  because  of  feed  shortage,  and  have  fewer  still  this 
year.  In  the  eastern  part  large  numbers  were  on  feed  last  year,  and  the  reduction 
this  year  is  not  so  marked.  The  numbers  on  feed,  by  states,  are  estimated  at  the 
following  percentages  of  1936:  Ohio,  75;  Indiana,  90;  Illinois,  70;  Michigan,  85; 
Iowa,  65;  Missouri,  75;  South  Dakota,  60;  Minnesota,  115;  Wisconsin,  95; 
Nebraska,  55;  Kansas,  60;  Corn  Belt  (weighted),  71.5. 

Marketings  of  finished  cattle  will  be  short  during  the  remainder  of  the  year. 
Good  prices  for  finished  cattle  and  the  good  crop  prospects  point  to  a  strong 
demand  for  stocker  and  feeder  cattle.  This  in  turn  will  lend  support  to  prices  of 
lower  grades  of  slaughter  cattle.  If  the  number  of  cattle  put  on  feed  this  fall  is 
materially  increased,  there  is  a  prospect  of  a  sharp  decline  in  prices  of  the  better 
grades  of  slaughter  cattle  next  winter  and  spring. 

Hogs.  Numbers  of  hogs  have  not  yet  recovered  from  the  drastic  liquida- 
tion which  accompanied  the  1934  drouth.  While  the  1936  pig  crop  was  consider- 
ably larger  than  that  of  1935,  the  drouth  of  1936  and  high  feed  costs  have  caused 
a  decline  in  1937,  the  spring  pig  crop  being  7.3  percent  below  that  of  1936.  Sows 
to  farrow  this  fall  are  indicated  to  be  3.4  percent  below  the  1936  number,  altho 
the  corn  crop  prospects  may  increase  the  number  of  fall  pigs. 

The  1936  pig  crop  was  marketed  early  and  at  light  weights  because  of  un 
favorable  feed  prices.    Despite  the  high  prices  of  hogs,  corn  prices  have  made 
feeding  unprofitable.   With  the  prospect  of  a  favorable  ratio  this  fall,  it  is  antic- 
ipated that  marketings  will  occur  late  and  at  heavier  weights,  making  up  in  pari 
for  the  reduction  in  numbers. 

Domestic  demand  for  pork  has  continued  strong  and  a  stable  demand  for  the 
remainder  of  the  year  appears  likely.  Exports  have  continued  at  a  low  figure, 
and  imports  have  exceeded  exports  during  four  months  in  the  past  year,  altho 
total  imports  of  pork  and  lard  amount  to  only  about  \\/i  percent  of  inspected 
slaughter. 

Storage  stocks  of  pork  and  lard,  which  were  very  large  last  spring  have  been> 
somewhat  reduced. 

The  Corn  Belt  states  produced  10  percent  fewer  spring  pigs  than  in  1936  ami 
will  have  4  percent  fewer  fall  pigs.  Illinois  produced  2  percent  fewer  spring  pigs, 
but  will  have  9  percent  fewer  fall  pigs. 

Dairy  Products.  Milk  production  has  entered  its  normal  seasonal  decline 
following  the  June  peak  but  is  somewhat  higher  than  a  year  ago.  This  reflects 
the  favorable  pasture  situation,  altho  high  \\\-(\  prices  have  limited  the  feeding  of 
grain.  Crop  prospects  point  to  a  more  favorable  relationship  between  prices  of 
feeds  and  dairy  products.  Consumer  demand  has  been  strong  as  indicated  by 
prices  for  fluid  milk,  butter  and  other  manufactured  products  above  last  year, 
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even  with  greater  production.  Factory  ice  cream,  which  is  somewhat  of  a  luxury 
product  has  recovered  about  five-sixths  of  the  loss  in  production  suffered  in  the 
depression.    Storage  stocks  of  butter  are  20  percent  higher  than  a  year  ago. 

Sheep  and  Lambs.  The  early  spring  lamb  crop  was  somewhat  smaller 
than  last  year,  and  was  delayed  by  unfavorable  weather  and  feed  conditions.  With 
favorable  pasture  conditions  since  June  this  year,  marketings  have  been  heavier 
both  from  the  range  and  the  Corn  Belt.  The  good  crop  prospects  may  cause  a 
demand  for  feeder  lambs  in  the  Corn  Belt,  this  demand  coming  into  direct  com- 
petition with  slaughter  demands,  since  lambs  are  likely  to  be  heavier  than  usual. 

Wool  production  in  the  United  States  is  about  the  average  for  the  five  years, 
1931-1935,  and  2  percent  above  1936  production.  In  this  country,  the  mill  con- 
sumption of  wool  has  been  large  thus  far  in  1937  and  stocks  relatively  low,  with 
imports  larger  than  in  any  similar  period  since  1926.  During  the  remainder  of  the 
year,  consumption  and  imports  are  expected  to  be  smaller,  but  supplies  are  below 
average,  and  prices  for  a  few  months  are  likely  to  remain  steady. 

Poultry  and  Eggs.  Thus  far  in  1937  the  feed-egg  ratio  has  been  unfavor- 
able to  producers,  altho  it  has  improved  steadily  since  early  June.  As  a  result, 
thatchings  in  1937  have  been  reduced  to  15  percent  below  those  of  1936,  summer 
marketing  of  young  chickens  has  been  larger  than  usual,  and  numbers  of  young 
chickens  on  July  1  were  19  percent  less  than  in  1936  and  the  lowest  in  the  13 
years  for  which  data  are  available. 

Despite  the  larger  than  usual  storage  stocks,  prices  of  chickens  may  be 
xpected  to  have  less  than  the  usual  seasonal  decline  to  December,  and  an  advance 
is  possible.  Prices  of  eggs,  however,  may  be  expected  to  advance  until  the  end  of 
the  year  despite  storage  stocks  (in  cases  and  frozen)  24  percent  greater  than 
ast  year. 

The  reduction  in  this  year's  hatching  will  become  evident  in  the  early  part  of 
.938  with  smaller  flocks  and  egg  production.  At  that  time  the  price  of  eggs 
s  expected  to  be  more  favorable  than  in  1937  and  feed  prices  lower.  Saving 
)ullets  for  1938  egg  production  would  appear  wise  even  tho  price  relationships 
)f  feeds  and  eggs  during  the  remainder  of  1937  may  remain  unfavorable. 


FARM  LAND  RENTED  IN  ILLINOIS  TOWNSHIPS 

Over  half  the  farm  land  is  rented  by  tenants  and  part  owners  in  1,187  of  the 
,634  townships  reporting  farms  in  Illinois,  according  to  Census  Bureau  informa- 
ion  recently  made  accessible  to  Agricultural  Experiment  Station  workers. 

A  glance  at  a  map  of  Illinois  showing  the  proportion  of  farm  land  rented  by 
enants  and  by  part  owners  (farmers  renting  some  of  their  land  from  others) 
eveals  wide  differences  between  districts  in  the  state,  particularly  between  east 
entral  and  central  Illinois,  where  the  proportion  is  high,  and  the  southern,  north- 
astern  and  to  a  less  degree  the  northwestern  parts  where  it  is  lower  (Fig.  2). 

The  differences  in  proportion  of  farm  land  rented  are  especially  interesting  in 
le  light  of  differences  in  types  of  farming,  yearly  farm  income,  land  values,  and 
,indred  factors. 

Very  high  percentages  of  farm  land  are  rented  in  the  cash-grain  farming  type 
reas  (4a  and  4b).  In  these  areas  are  25  counties,  24  of  which  have  more  than 
0  percent  of  their  farm  land  rented.  In  11  of  these  counties  over  70  percent  of 
le  farm  land  is  rented,  these  being  Logan,  78.4  percent ;  Ford,  76.3  ;  McLean, 
4.4;  Piatt,  74.3;  Livingston  and  Grundy,  73.4;  Champaign,  72.4;-  Macon,  71.9; 
lOquois,  71.6;  Mason,  70.9;  and  Marshall,  70.2.  In  seven  counties  there  was  no 
twnship  in  which  less  than  60  percent  of  the  farm  land  was  rented,  and  in  Piatt 
ounty  the  proportion  in  each  township  was  70  percent  or  more. 

[125  1 


PERCENTAGE 


Fig.  2. — Percentage  of  Farm  Land  Rented  in  Illinois  Townships,  1935 

(Based  on  data   from  United   States    llureau  of  Census) 


In  cash-grain  areas,  conditions  are  favorable  to  farm  operation  in  fairly  larg 
units  and,  because  of  the  large  amount  of  capital  required,  arc  favorable  t 
operation  by  tenants  and  part  owners. 

In  the  average   Illinois  township  in  1935,  there  were  142  farms  containin. 
19,3/0  acres  of  t'ann  land  valued  at  $1,350,000.    Of  these  farms  63  were  tenan 
farms  and  24  were  operated  by  part  owners.    These  tenant  farms  contained  9,52 j 
acres   valued   at   $080,000.     Part-owner    farms  contained  4,082   acres   valued  di 
$245,879,  and  of  the  part-owner  land,  46  percent,  or  about  1,877  acres,  in  eac I 
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Table  2. — Percentage  of  Farm  Acreage  Rented  and  Distribution  of  Township  Per- 
centages of  Farm  Acreage  Rented,  by  Farming  Type  Areas,  Illinois,   1935 


Farming  type 
areas1 

Acreage 

rented 

(percent) 

Number  of  townships2  in  which  percentage  rentec 

was 

Total 

Over 
90 

80-90 

70-80 

60-70 

50-60 

40-50 

30-40 

20-30 

10-20 

Under 
10 

town- 
ships 

1      

53.4 
56.7 
62.3 
69.2 
69.2 
59.3 
52.1 
52.7 
46.9 
45.5 
41.7 
52.9 
41.6 
58.8 

2 

2 

'  7 
0.4 

2 

1 

1 
25 
12 

2 

1 

2 

3 
49 
3.0 

4 
23 
42 
139 
46 
16 

4 
10 

1 

s 

11 

301 

18.4 

16 
47 
88 
117 
37 
45 
14 
25 

2 

2 

2 
12 

5 
412 
25.2 

52 
55 
62 
40 
13 
52 
26 
55 
12 
18 
11 
14 
8 
418 
25.6 

14 
30 
24 
9 
7 
23 
21 
32 
21 
22 
29 
16 
23 
271 
16.6 

5 
8 
4 

2 

6 
20 

8 
13 

9 

8 

24 

107 

6.6 

3 
2 
1 

3 
2 
6 

3 

7 

3 
16 
46 

2.8 

6 
11 

0.7 

3 

7 

i 

100 

2 

174 

3 

224 

4a    

332 

4b 

116 

143 

sb. ::::::::::::::::: 

77 

5 

152 

7a 

44 

7b 

58 

j7c 

59 

58 

l 

12 

97 

Total 

1,634 

Percentage  of  townshi  ps 

0.7 

100.0 

'These  areas  show  sufficient  specialization  to  warrant  the  following  designations:  (1)  dairy  and  truck;  (2)  mixed 
vestock;  (3)  livestock  and  grain;  (4)  cash  grain;  (5)  general  farming;  (6)  wheat,  dairy  and  poultry;  (7)  mixed  farming; 
8)  grain  and  livestock;  and  (9)  fruit  and  vegetables.  See  H.  C.  M.  Case  and  K.  H.  Myers,  Types  of  Farming  in 
llinois.     Illinois  Bulletin  403. 

2Or  equivalent  minor  civil  divisions,  called  precincts  in  some  counties. 

ownship  was  rented.  Adding  this  to  the  full  tenant  land  makes  about  11,398  acres 
)f  the  total  of  19,376  acres,  or  59  percent,  rented.  There  are  16  townships  in  the 
iverage  Illinois  county. 

In  seven  Illinois  townships,  over  90  percent  of  the  land  was  rented,  four 
,>eing  largely  city  townships,  two  levee  district  townships  and  one  containing 
arge  estates.  Levee  district  and  large  estate  influence  is  present  also  in  many 
ither  townships  characterized  by  high  percentages  of  farm  land  rented. 

At  the  other  end  of  the  scale  are  12  townships  in  which  less  than  10  percent 
if  the  farm  area  was  rented.  Five  of  these  townships  were  in  Cook  County  and 
ne  in  Rock  Island  County,  where  urban  influence  was  prominent,  and  three  each 
i  Carroll  and  Jo  Daviess  Counties  near  the  Mississippi  River,  where  urban 
lfluence  is  markedly  absent. 

In  general,  bottom  land  in  levee  and  drainage  districts  showed  high  percent- 
ges  of  land  rented.  In  some  cases  recent  passage  of  title  to  lenders  may  be  a 
art  of  the  explanation. 

The  lowest  percentages  over  extensive  areas  appear  in  southern  Illinois  in 
irming-type  areas  9,  fruit  and  vegetables,  and  7,  mixed  farming.  Income  per 
irm  has  been  lower  in  these  two  areas  than  in  other  farming-type  areas  of 
linois.  The  same  is  true  for  values  of  land  and  buildings  per  farm  and  per  acre. 

Disregarding  areas  in  which  differences  in  color  or  race  exist  between  owner 
id  tenant,  the  proportion  of  rented  land  in  farming- type  area  4,  the  cash  grain 
•ea  of  Illinois,  is  probably  higher  than  in  any  equally  large  territory  in  the  United 

C.  L.  Stewart  and  Joseph  Ackerman 


'"'Original  data   for  Tables  A  and  B  were  obtained   from  the   following  sources:    (1)    Bureau  of  Agri- 

tural   Economics,   U.S.D.A.     Beginning  with  January,    1936,   cash  income   to    Illinois    farmers   includes  the 

'ised  estimates  of  the  Bureau;    (2)    Illinois  Crop  Reporting  Service,   Illinois  State  Department  of  Agricul- 

le,  and  U.   S.   Department  of   Agriculture,   cooperating;    (3)    Monthly  data   include   an   average   of  current 

nth    with    eleven    preceding    months;    (4)    Federal    Reserve    Board;    (5)    National    Industrial    Conference 

'ard.     For   explanations   of   computations,   see    Number   2,   July,    193S. 
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Table  A. — Indexes  of  Business  Conditions.  Same  Month  1921-1929  =  100 


1929 

1930 

1931 

1932 

1933 

1934 

1935 

1936 

June,  1936. 
Feb.,  1937. 
Mar.,  1937 
Apr.,  1937. 
May,  1937. 
June,  1937. 


Whole- 
sale 
prices  of 
all  com- 
modities 
(U.  S.)« 


97 
88 
74 
66 
67 
76 
82 
82 
82 
87 
89 
90 
90 
90 


Farm  prices 


Illinois* 


109 
95 

65 

44 

47 

64 

88 

91 

82 

108 

107 

114 

112 

109 


United 
States1 


103 

89 
61 
46 
49 
64 
76 
80 
76 
90 
91 
93 
92 
89 


Cash  income  to 
Illinois  farmers 


Millions1 


3548.6 

459.7 

309 .  5 

228.7 

276.7 

312.7 

378.1 

453.1 

410.1 

34.5 

40.1 

41.9 

37.8 


Indexes3 


108 
91 
61 

45 
55 
62 
75 
90 
78 
92 
94 
95 
95 


Prices 
paid  by 
farmers 
for  com- 
modities 
bought 
(U.  S.)> 


100 

96 
82 

71 
70 
80 

82 
81 
78 
84 
86 
87 
87 


Pur- 
chasing 
power  of 
income  to 

Illinois 
farmers 


108 

95 

74 

63 

79 

77 

91 

111 

100 

110 

109 

109 

109 


Factory 
payrolls 
in  the 
United 
States* 


112 

91 

69 

48 

51 

64 

73 

85 

84 

98 

102 

107 

107 

106 


Cost  of 
living 
in  the 
United 
States6 


99 
96 
86 
77 
74 
78 
82 
84 
84 
86 
87 


Pur- 
chasing 
power  of 
factory 
payrolls 


113 

95 

80 

62 

69 

82 

89 

101 

100 

114 

117 

122 

122 

120 


Table  B. — Prices  and  Price  Indexes  of  Illinois  Farm  Products 


Product 


Corn,  bu $     .63 

Oats,  bu .38 

Wheat,  bu .86 

Barley,  bu .63 

Hogs,  cwt 7.54 

Beef  cattle,  cwt.        6.04 

Lambs,  cwt 6.04 

Milk  cows,   head      53.00 
Veal  calves,  cwt.        7 

Sheep,  cwt 

Horses,  head. 
Butterfat,  lb.. 
Milk,  cwt. .  .  . 
Eggs,  doz. .  .  . 
Chickens,  lb. 

Wool,  lb 

Apples,  bu. .  . 
I  lay,  ton  .... 

Potatoes,  bu 1 .03 

Illinois  index  of  farm  prices 


Prices 


July  average 


1910-14 


00 

14 
153.00 

1 .  29 

.15 
.12 
.19 
.77 
13.91 


1921-29 


5      .81 

.39 

1.17 

.65 

9.64 

7.99 

11.29 

72.00 

10.02 

5.62 

88.00 

.36 

2.19 

.23 

.22 

.33 

1.63 

13.24 

1.62 


July 
1936 


$       .80 

.32 

.97 

.63 

9.80 

7.20 

8.90 

55.00 

7.70 

3.40 

114.00 

.31 

1.80 

.18 

.17 

.30 

1.20 

8.60 

1.70 


June 
1937 


$    1.17 
.43 

1.07 

.83 

10.50 

9.00 

10.30 

63.00 

8.60 

3.65 

106.00 

.29 

1.70 

.16 

.15 

.33 

1.55 

13.50 

1.20 


July 
1937 


$    1.20 

.38 

1.13 

.70 

11.60 

9.80 

9.40 

61.00 

8.90 

3.75 

103.00 

.30 

1.75 

.17 

.16 

.32 

.75 

11.20 

1.05 


Indexes:    same  month 
1921-1929  =  100 


July 
1936 


99 

82 
83 
97 

102 
90 
79 
76 
77 
60 

130 
86 
82 
78 
76 
90 
74 
65 

105 
90 


June 
1937 


150 

102 

86 

124 

116 

113 

87 

88 

87 

65 

120 

81 

85 

75 

70 

99 

67 

97 

82 

109 


July 
1937 


148 

97 

97 

108 

120 

123 

83 

85 

89 

67 

117 

83 

80 

75 

71 

96 

46 

85  • 

65 

111 
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Illinois  Farm  Economics 

Department  of  Agricultural  Economics,  College  of  Agriculture  and  Agricultural  Experi- 
ment Station,  in  cooperation  with  the  Extension  Service  in  Agriculture 
and  Home  Economics,  University  of  Illinois 

Urbana  September  and  October,  1937  Numbers  28  and  29 


CURRENT  ECONOMIC  DISCUSSIONS   ON  THE  AIR 


The  following  special  Agricultural  Economics  broadcasts  are  a  part  of  the  programs  in 
Agriculture  and  Home  Economics  which  are  broadcast  regularly  by  the  College  of 
Agriculture.  The  Agricultural  programs  are  daily  except  Saturday  at  12:30  to  1:00 
p.m.  The  Home  Economics  programs  are  Monday,  Wednesday,  and  Friday,  10:02- 
10:15  a.m.,  Station  WILL,  580  Kilocycles. 

October  29 — Cost  of  Harvesting  the  Illinois  Corn  Crop — R.  C.  Ross,  M.  P.  Gehl- 
bach,  and  N.  O.  Thompson. 

November     5 — Moving  the  1937  Apple  Crop — J.  W.  Lloyd  and  Victor  Ekstrom. 

November  12 — The  Social  Security  Act  and  the   Farm   Family — D.   E.   Lindstrom 
and  One  Farm  Family. 
Required  Numbers  for  the  Music  Festival — L.  F.  Demming. 

November  19 — The  Current  Economic  Situation  as   It  Affects  the  Farmer — E.  J. 
Working  and  J.  W.  Green. 

November  26 — Fitting  Livestock  Into  the  Farm  Plan — M.   L.   Mosher  and  J.    B. 
Cunningham. 


THE  GENERAL  SITUATION 

Business  Conditions.  Business  activity  in  the  United  States  increased  at 
a  rapid  rate  up  to  August,  but  is  now  leveling  off  somewhat  with  industrial  output 
for  September  and  October  at  a  lower  level  than  in  August.  Though  beset 
with  labor  troubles,  political  uncertainty,  and  rising  costs,  industrial  production 
during  the  first  eight  months  of  1937  was  16  percent  higher  than  for  the  same 
period  in  1936,  with  purchasing  power  of  factory  payrolls  17  percent  higher.  In 
view  of  substantial  wage  increases  thruout  the  country,  it  is  significant  that  the 
increase  in  industrial  production  in  1937  has  been  practically  the  same  as  that  in 
purchasing  power  of  factory  payrolls. 

The  purchasing  power  of  farm  income,  however,  has  failed  to  keep  pace 
with  that  of  factory  payrolls,  since  the  former  from  January  to  August  was  only 
five  percent  higher  than  for  1936,  while  factory  payrolls  increased  17  percent 
in  purchasing  power.  Part  of  the  smaller  gain  for  farm  income  may  be  attributed 
to  the  abnormal  increase  in  farm  income  in   1936,  as  compared  with  payrolls. 


The  outlook  information  in  this  issue  is  based  upon  reports  issued  by  the  Bureau 
of  Agricultural  Economics,  U.S.D.A. — R.  C.  Ross,  Editor. 

Jrinted    in    furtherance    of   the    Agricultural    Extension    Act    approved    by    Congress    May    8,    1914.     H.    W. 
Mumford,  Director,  Extension   Service  in  Agriculture  and   Home  Economics,   University  of  Illinois 


From  January  to  August,  1937,  in  Illinois,  the  purchasing  power  of  farm 
income  was  only  two  percent  higher  than  for  the  same  period  in  1936  (Fig.  1), 
though  during  1936  Illinois  registered  greater  gains  than  the  country  as  a  whole. 

Illinois  Farm  Prices.  The  large  production  of  crops  harvested,  and  pros- 
pects of  good  crops  of  corn,  soybeans,  and  apples,  have  resulted  in  a  substantial 
decline  in  the  general  level  of  Illinois  farm  prices  during  the  past  few  months. 
From  a  high  point  of  114  in  April,  the  index  of  Illinois  farm  prices  declined  to 
101  in  September  (Table  B). 

September  farm  prices  of  beef  cattle,  corn,  barley,  horses,  and  hogs  (when 
corrected  for  changes  in  seasonal  variations)  were  higher  than  the  general 
Illinois  level.  The  index  of  corn  prices  dropped  from  a  peak  of  180  in  April 
(1921-1929=100)  to  118  in  September;  subsequent  reduction  in  corn  prices 
have  occurred  as  increasing  volumes  of  new  corn  have  moved  to  market. 


Fig.  1. — Purchasing  Power  of  Illinois  Farm  Income  and  Factory 
Payrolls  in  the  United  States,  1929-1936 

Data  obtained   from  U.S.D.A.  and  the  Federal   Reserve   Board. 


September  prices  of  wool,  lambs,  veal  calves,  chickens,  milk  cows,  milk 
wheat,  butterfat,  hay,  oats,  potatoes,  sheep,  eggs,  and  apples  were  lower  thar 
the  general  level  of  Illinois  prices.  At  65  cents  a  bushel,  apple  prices  in  Septem- 
ber of  this  year  were  the  lowest  of  any  September  since  1931,  when  grower? 
received  an  average  of  55  cents  a  bushel. 

Changes  in  Unemployment.  Though  substantial  progress  has  been  mad< 
in  putting  people  to  work,  one  of  the  serious  problems  still  confronting  Federal 
state,  and  local  governments  is  unemployment.  The  peak  of  unemployment  ii 
the  United  States  was  reached  in  April,  1933,  when  13,300,000  people  were  ou 
of  work,  according  to  data  compiled  by  the  National  Industrial  Confereno 
Board.  By  June,  1935,  this  number  had  decreased  to  9,711,000,  a  net  decreasi 
of  3,589,000.  In  June,  1937,  there  were  6,082,000  people  out  of  work,  accordinj 
to  the  Board's  estimate,  or  slightly  less  than  half  the  number  at  the  peak  o 
.April,  1933.  The  present  level  of  unemployment  is  estimated  at  6.000,000  o 
about  the  same  as  that  of  the  latter  part  of  1930.  The  current  governmenta 
survey  of  unemployment  may  provide  more  specific  data.  At  any  time  unem 
ployment  figures  include  a  considerable  number  of  people  who  are  not  employable 

Changes  in  Factory  Payrolls.  The  major  upward  movement  in  factor 
payrolls   in   the   Unite<l    Stales,    which   began    in    1933,    and   which   was   sharpl 
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accelerated  during  the  first  eight  months  of  1937,  has  been  evident  in  payrolls 
in  Illinois  and  in  specific  Illinois  cities,  as  well  as  in  other  large  cities  in  the 
United  States  (Fig.  2).  Illinois  payrolls  for  the  first  eight  months  of  1937  were 
33  percent  higher  than  for  the  same  period  a  year  ago,  and  2i/2  times  the 
average  for  1932.  During  the  past  year,  payrolls  in  Illinois  have  increased  some- 
what faster  than  for  the  country  as  a  whole. 
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Fig.  2. — Factory  Payrolls  in  Illinois,  United  States,  and  Specific 
Cities,  January-August,  1936  and  1937 

Data  obtained  thru  the  courtesy  of  Illinois  State  Department  of  Labor,  Federal 
Reserve  Board,  and  Survey  of  Current  Business. 

In  six  cities,  Peoria,  Rockford,  Aurora,  Bloomington,  Springfield,  and  Moline, 
factory  payrolls  during  the  past  year  have  increased  more  rapidly  than  for  the 
state  as  a  whole.  For  the  past  four  years,  payrolls  in  Peoria  have  advanced  more 
rapidly  than  for  any  other  city  in  the  United  States  for  which  data  are  available. 

R.  W.  Bartlett 
FARM  PRODUCTS 

Fall   Harvested   Crops.    The   fall   harvested   crops,   corn,   soybeans,   and 
ipples,  promise  better  than  average  production  both  in  the  United  States  and  in 
[llinois.    For  the  entire  country  the  corn  crop  is  slightly  larger  than  the  five-year 
iverage,  1928-1933  (Table  1).    Of  the  states  which  normally  produce  more  than 
75  million  bushels,  Nebraska,  Kansas,  Missouri,  and  South  Dakota  have  a  crop 
mch  under  average  because  of  drouth.   The  central  and  eastern  Corn  Belt  has  a 
large  crop.    In  Illinois  the  production  as  estimated  by  the  United  States  Depart- 
ment of  Agriculture  on  October  1  is  12.4  percent  above  the  five-year  average. 
rithin  the  state  the  crop  is  heaviest  in  the  west  central  section  where  drouth 
ras  very  severe  in  1936. 
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Table  1. — Production  of  Specified  Crops,  and  Stocks  on  October  l1 


United  States 

Illinois 

Av.  1928-1932 
Thousand  bu. 

1937 

Thousand  bu. 

Percent 
change 

Av.  1928-1932 
Thousand  bu. 

1937 
Thousand  bu. 

Percent 
change 

Corn 

2,554,772 

1 1 ,0962 

164,355 

2,561,936 

35,5392 

206,716 

4-  00.3 
+220.3 

+   25.8 

336,738 
5,869 

4.581 

415,844 

22,135 
8,400 

+  23.5 
+  277.1 

Apples 

+  83.3 

Stocks  on  Farms,  October  1 


Corn  (old  crop) . 

Wheat 

Oats 


154,903 
408,523 
941,801 


60,760 
333,746 
912,274 


60.8 
18.3 
3.1 


21,899 

13,121 

107,038 


11,876 

14,421 

120.461 


-  45.8 
+  11.0 
+    11.2 


Source,  U.  S.  D.  A.  Crop  Report.  October  1,  1937. 
2Six  leading  commercial  producing  states. 


The  soybean  crop  in  Illinois  is  second  only  to  the  record  crop  in  1935,  and 
because  of  marked  expansion  in  recent  years  is  several  times  as  large  as  in  the 
five-year  period,  1928-1932.  In  other  commercial  producing  states  the  crop  is  also 
materially  larger  than  in  1936. 

The  apple  crop  in  the  entire  country  is  one  fourth  larger  than  average 
(  1928-1932)  but  in  Illinois  is  well  toward  double.  The  large  production  of  these 
three  crops  has  resulted  in  materially  lower  prices  per  bushel. 

Stocks  of  old  crop  corn  on  October  1  were  the  shortest  on  record,  amounting 
to  only  about  two  fifths  the  usual  carryover  (Table  1).  Stocks  of  wheat  and  oats 
on  farms  were  lower  than  usual  for  the  whole  country,  but  larger  in  Illinois. 

Cattle  Feeding.  The  good  corn  crop  and  short  supplies  of  grain  fed  cattle 
and  high  prices  for  finished  cattle  point  to  a  material  increase  in  feeding  opera- 
tions for  late  fall  and  winter  as  compared  to  a  year  ago.  The  increase  in  feeding 
is  expected  to  be  general  in  the  Corn  Belt,  but  most  marked  in  areas  east  of  the 
Mississippi  River,  where  corn  production  is  above  average.  While  shipments 
from  August  to  December  from  the  17  states  in  the  western  cattle  area  which 
supply  a  large  part  of  feeder  cattle  are  expected  to  be  about  5  percent  under  the 
movement  a  year  ago,  there  are  in  the  Corn  Belt  considerable  numbers  of  cattle 
which  were  shipped  in  in  1936  and  carried  over  on  roughage,  and  which  will  go 
on  feed  this  fall.  Of  the  cattle  moving  and  to  move  into  feeding  areas,  a  larger 
proportion  than  last  year  will  likely  be  placed  on  grain  feed,  and  fewer  roughed 
thru  the  winter.  This  increased  feeding  activity  will  increase  market  supplies  of' 
fed  cattle  in  late  winter  and  spring  with  the  anticipated  result  of  lower  prices  and 
smaller  margins  than  were  obtained  in  the  early  months  of  1937. 

The  position  of  the  lower  grades  of  slaughter  cattle  will  likely  continue 
strong  because  of  the  demand  for  cattle  for  feedlots,  maintaining  prices  of  such 
cattle  and  reducing  numbers  for  slaughter. 

Lamb  Feeding.  While  total  slaughter  of  lambs  and  sheep  from  Decem- 
ber, 1937,  thru  May,  1938,  may  be  about  the  same  as  a  year  earlier,  more  will 
likely  be  marketed  as  fed  lambs  prior  to  March  1,  and  fewer  as  grass- fat  year- 
ling lambs  from  March  to  May.  A  large  proportion  of  the  feeder  lambs  are  J 
produced  in  13  western  states  of  which  Texas  produces  the  largest  numbers,  but  j 
the  feeding  areas  for  any  year  are  greatly  influenced  by  the  distribution  of  feed  " 
supplies.  A  year  ago  feed  supplies  were  plentiful  in  the  producing  areas  but 
very  short  in  the  Great  1  Mains  and  the  Corn  Belt.  As  a  result  only  a  small  pro- 
portion of  the  1936  Texas  lamb  crop  was  sold  as  feeder  lambs  in  the  fall  of 
that  year ;  most  were  wintered  in  the  production  area  and  marketed  from  grass 
from   March  to  June  of  1937.    This  year  the  feed  situation  is  less  favorable  in 
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producing  areas  and  plentiful  in  the  Corn  Belt.  It  is  expected  that  considerably 
increased  numbers  of  lambs  will  be  put  on  feed  in  the  Corn  Belt  and  in  Texas, 
but  fewer  in  other  western  states. 

The  lamb  feeding  situation  this  year  will  be  largely  dominated  by  the  dis- 
position of  the  large  1937  Texas  lamb  crop.  While  shipment  of  feeder  lambs 
from  other  range  areas  are  expected  to  be  about  the  same  as  last  year,  those  from 
Texas  will  be  much  greater.  Aside  from  movements  thru  markets,  there  has 
already  been  a  record  movement  direct  to  feeders  in  other  states,  principally 
Iowa,  Missouri,  Illinois,  Indiana,  and  Ohio. 

R.  C.  Ross 

THE  SOYBEAN  MARKETING  OUTLOOK 

Early  in  October  soybeans  were  bringing  about  30  cents  less  than  a  year 
earlier.  This  was  due  to  the  greater  abundance  of  oil  seeds  and  feedstuffs.  The 
most  important  items  in  this  are  the  large  cotton  crop — now  estimated  at  around 
171/2  million  bales,  and  the  corn  crop,  estimated  at  about  21/4  billion  bushels. 
Cotton  yields  a  by-product,  cotton  seed,  from  which  are  obtained  cottonseed  oil 
md  meal,  the  principal  competitors  with  soybean  oil  and  meal.  Soybean  oil 
iveraged  7.9  cents  per  pound  in  October,  1936.  Early  in  October  this  year  it  was 
>•  quoted  under  six  cents  per  pound.  Soybean  oil  meal  averaged  $36.90  per  ton  in 
Chicago  in  October  1936  and  on  October  13  this  year  it  was  quoted  at  $27.20  per 
on. 

The  margin  between  the  value  of  soybean  products  and  the  price  of  soy- 
jeans  seems  to  be  less  than  last  year.  This  narrower  margin  probably  reflects  not 
>nly  increasing  competition  caused  by  new  processing  plants  in  this  country,  but 
lso  foreign  demand.  At  the  end  of  September  the  price  of  soybeans  at  Man- 
hurian  ports  was  reported  as  equal  to  90  cents  a  bushel.  Because  of  the  high 
cean  freight  rates  which  prevail  because  of  war  demands  for  shipping,  soybeans 
an  be  shipped  more  cheaply  from  Chicago  to  the  ports  of  Western  Europe  than 
rom  remote  Manchuria.  With  soybeans  in  Chicago  down  to  the  90-95  cent 
vel,  it  is  likely  that  export  sales  are  being  made  which  tend  to  maintain  the  price 
ere  and  to  narrow  the  margin  between  the  value  of  soybean  products  and  the 
rice  of  soybeans. 

Last  year  the  average  price  of  soybeans  increased  36  cents  a  bushel  between 
ctober  and  March  (the  storage  season)  due  to  advances  in  price  of  oil  (equal 
15  cents  a  bushel  on  beans),  narrowing  of  margin   (equal  to  11  cents),  and 
vances  in  price  of  meal  (equal  to  10  cents  a  bushel).    Such  a  rise  is  not  likely 
is  year  because  the  margin  is  narrower,  there  is  not  the  speculative  interest 
hich  advanced  prices  of   all   speculative  commodities   during  that  period   last 
ar,  and  the  greater  abundance  of  feedstuffs  which  will  make  less  demand  for 
otein   supplements    (soybean   oil   meal).    Any  material   advance   in   prices   of 
ybeans  appears  improbable  unless  Manchurian  supplies  were  cut  off  which  is 
ely  only  in  the  event  that  Russia  enters  the  far  eastern  war  or  other  develop- 
er   ients  interfere  with  international  trade. 

Is  a  material  decline  in  price  from  this  level  likely?    Soybeans  have  been 

re  stable  in  price  in  the  last  month  than  other  grains,  indicating  a  firmer  basis 

:  Wider  the  market.    Also,  the  scarcity  of  lard  will  help  to  maintain  prices  of 

uii>  4getable  oils  altho  after  the  first  of  the  year  increasing  receipts  of  heavier  hogs 

11  increase  lard  supplies.    The  feedstuffs  are  dominated  by  corn  and  in  years 

|  larger  corn  crops  the  low  corn  price  of  the  season  is  usually  reached  when  the 

avy  harvest  movement  is  underway.    There  is  one  point,  however,  to  be  kept 

mind.    Should  the  financial  weakness  continue  as  indicated  by  declining  prices 

securities,  it  will  have  a  depressing  influence  on  prices  of  both  soybeans  and 

r  10.  ,  L.  J.  Norton 
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CREDIT  USED  BY  ILLINOIS  FARMERS 


The  credit  needs  of  farmers  grow  out  of  their  requirements  for  capital  to 
operate  their  farms.  This  capital  may  come  from  inheritance,  savings,  or  borrow- 
ings. Altho  the  subject  of  farm  income  has  been  studied  in  great  detail,  com- 
paratively little  information  is  available  as  to  methods  of  financing  used  bj 
farmers. 

At  the  time  when  the  farm  account  summaries  for  1935  were  returned  in 
the  summer  of  1936,  a  statement  was  obtained  as  to  the  amount,  source,  and  use 
then  being  made  of  credit  by  1,055  of  these  farmers. 

Purposes  for  Which  Credit  Was  Used.  The  purposes  for  which  outstand 
ing  debts  had  been  incurred  by  these  farmers,  classified  by  tenure,  are  shown  in 
Table  2.    Two  hundred  eighty-two,  or  about  27  percent,  were  not  using  credit  at 
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Table  2. — Purposes  for  Which  Borrowed  Funds  Were  Used  by  1,055  Farm  Account 

Keepers,  June,  1936 


Number  reporting 

Number  borrowing 

Percent  borrowing 

Purpose 

1.  Ownership  of  land 

a.  Purchase  of  land.. 

b.  Refinancing 

c.  Improvements... 

Total 

2 .  Other  capi  tal  purposes 

a.  Cattle 

b.  Other  livestock  .  . 

c.  Machinery 

d.  Auto 

e.  Start  farming. .  .  . 

f.  Refinancing 

Total 

3.  Operation  and  con- 

sumption 

a.  Feed 

b.  Interest 

c.  Rent 

d.  Merchant  credit.. 

e.  Miscellaneous.  .  . 

f.  Operating 

Total 


Owners 


348 
269 
77.3 


232 
74 
18 

324 

32 

12 

46 

3 


11 
9 

8 
52 
59 
139 


#2,677,586 


51,740,938 

562,815 

71,423 

52,375,176 


5  58,844 

24,721 

23,299 

1,250 


5108,114 


3,865 
7,735 

1,406 

106,099 

75,191 

5194,296 


Part-owners 


No. 


278 
235 
84.5 


205 
61 
17 

283 

38 

15 

67 

5 

1 


9 

8 

5 

7 

29 

61 

119 


51,786,021 


51,153,966 

342,314 

80,050 

51,576,330 

5  57,913 

12,075 

31,664 

1,477 

1,900 

5105,029 


2,505 

4,010 

1,140 

730 

38,431 

57,846 

5104,662 


429 
269 
62.7 


1 

6 

46 
25 

129 
12 
16 
21 

249 


13 
3 
21 
13 
43 
95 
188 


Amount 


5328,949 


5   13,400 

150 
5   13,550 

5  60,426 
18,193 
66,957 
4,557 
23,670 
20,456 

5194,259 


5,709 

875 

12,872 

1,670 

20,730 

79,284 

5121.14(1 


All  farmers 


1,055 
773 
73.3 


442 

135 

36 

613 


116 
52 

242 
20 
17 
21 

468 


33 

20 

26 

28 

124 

215 

446 


Amount 


54,792,556 


52,908,304 
905,129 
151,623  | 

53,965,056 

5177,183  i 

54,989 

121,920 

7,284  t 

25,570 

20,456  • 


5407.402 


12,079  to 

12,620  ft 

14,012 

3,806  re 

165,260  b 

212.321 


5420,098 


K 


i 


the  time  of  the  survey.  A  larger  percentage  of  part-owners  (85  percent)  hi 
debts  than  either  owners  (77  percent)  or  tenants  (63  percent).  The  part-owne 
class  includes  many  operators  who  are  expanding  the  scope  of  their  operation: 
These  are  either  owners  of  small  farms  who  are  renting  additional  land,  C 
tenants  who  have  purchased  some  acreage.  Fewer  of  these  highly  selected  tenant  dor 
are  in  debt  because  they  need  less  capital  than  owners  or  part-owners. 

A  large  percentage  of  borrowed  funds  was  used  by  all  groups  for  capita 
purposes — to  finance  ownership  of  land  or  other  property:  the  percentage  I 
used  represented  92.7  percent  of  the  total  used  by  owners,  94.1  percent  for  par 
owners,  and  63.2  percent  for  tenants. 

Sources  of  Funds.  The  Federal  Land  Bank  furnished  most  of  the  Ion 
term  credit.  Insurance  companies  and  private  individuals  were  next  in  amoun 
loaned.  The  chief  sources  of  short  and  intermediate  term  credit  were  in  order  ( 
importance:     individuals,  banks,   production   credit   associations,   and   impleme 
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companies,  with  the  first  two  by  far  the  most  important.  There  was  surprisingly 
little  merchant  credit.  The  percentage  of  credit  furnished  by  the  Federal  Land 
Bank  is  higher  for  these  groups  than  for  farmers,  in  general.  The  proportions  of 
long  and  short  term  credit  from  various  sources  can  be  summarized  as  follows: 

Owners  Part-owners  All  groups 

Long  Term  Credit                                               (percent)  (percent)  (percent) 

Federal  Land  Bank 66.9  63.8  65. S 

Insurance  companies 12.5  14.9  13.6 

Individuals 12.8  12.1  12.5 

Banks 6.3  7.7  6.9 

Others 1.5  1.5  1.5 

100.0  100.0  100.0 

Owners  Part-owners  Tenants  All  groups 

Short  Term  Credit                            (percent)  (percent)  (percent)  (percent) 

Individuals 51.9  51.9  41.8  49.9 

Banks 34.5  32.2  36.0  34.8 

I  Production  credit  associations 4.0  5.8  7.4  5.5 

I  Implement  companies 1.4  4.4  9.2  4.5 

[Other 8.2  5.7  5.6  5.3 

100.0  100.0  100.0  100.0 

Individuals  furnished  over  half  of  the  short  term  credit  used  by  owners  and 
part-owners  and  over  40  percent  of  that  used  by  tenants.  It  is  not  known 
whether  this  is  typical  or  whether  it  is  a  development  growing  out  of  the  banking 
difficulties  of  a  few  years  ago.  It  would  appear  that  banks  and  other  institutional 
enders  that  wish  to  build  up  their  volume  of  loans  to  farmers  ought  to  recognize 
:he  importance  of  lending  by  individuals.  If  the  funds  so  used  were  directed 
<  nto  other  investment  channels,  there  would  be  greater  possibilities  of  a  larger 
volume  of  farm  financing. 

Security  Given.    The  security  given  in  connection  with  this  credit  was 
•eported  to  be  as  follows: 

Percent  of 

No.  Amount  total 

irst  mortgages  on  real  estate 402  $3,378,834  70.5 

jcond  mortgages  on  real  estate 92  300,960  6.3 

Total 494  $3,679,794  76.8 

hattel  mortgages 196  238,869  5.0 

nplement  notes 157  69,916  1.5 

fcther  secured  notes  (chiefly  endorsements) 150  156,466  3.3 

iinsecured  notes 428  625,405  12.8 

I,ook  accounts 69  11,104  0.3 

Warehouse  receipts 2  1,770  0.1 

■nknown 31  9,232  0.2 

Total 1,527  $4,792,556  100.0 

Practically  all  of  the  long  term  credit  was  secured  by  real  estate  mortgages. 

x  substantial  part  of  the  short  and  intermediate  term  credit  was  reported  as 

ijeing  furnished  on  an  unsecured  basis.   About  two-thirds  of  this  unsecured  credit 

fas  furnished  by  individuals.   The  loans  obtained  from  banks  were  about  equally 

livided  between  unsecured  and  secured  notes   (either  by  chattel  mortgages  or 

indorsements).    It  should  be  borne  in  mind  that  the  judgment  note  commonly 

sed  in  Illinois  can  be  converted  into  a  secured  loan  very  quickly  and  with  little 

|r  no  expense  to  the  lender. 

L.  J.  Norton  and  Joseph  Ackerman 


'"'Original  data  for  Tables  A  and  B  were  obtained  from  the  following  sources:  (1)  Bureau  of  Agri- 
tural  Economics,  U.S.D.A.  Beginning  with  January,  1936,  cash  income  to  Illinois  farmers  includes  the 
'ised  estimates  of  the  Bureau;  (2)  Illinois  Crop  Reporting  Service,  Illinois  State  Department  of  Agricul- 
j"e,  and  U.  S.  Department  of  Agriculture,  cooperating;  (3)  Monthly  data  include  an  average  of  current 
nth  with  eleven  preceding  months;  (4)  Federal  Reserve  Board;  (5)  National  Industrial  Conference 
ard.    For  explanations  of  computations,  see  Number  2,  July,   1935. 
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Table  A. — Indexes  of  Business  Conditions,  Same  Month  1921-1929  =  100 


1929 

1930 

1931 

1932 

1933 

1934 

1935 

1936 

Sept.,  1936 
May,  1937, 
June,  1937. 
July,  1937. 
Aug.,  1937. 
Sept.,  1937 


Whole- 
Bale 

prices  of 
all  com- 
modities 
(U.  S.)> 

Farm 

prices 

Cash  income  to 
Illinois  farmers 

Prices 
paid  by 
farmers 
for  com- 
modities 
bought 
(U.  S.)' 

Pur- 
chasing 
power  of 
income  to 
Illinois 
farmers 

Factory 
payrolls 
in  the 
United 
States4 

Cost  of 
living 
in  the 
United 
States' 

Pur- 

Illinois2 

United 
States' 

Millions1 

Indexes8 

factory 
payrolls 

97 

109 

103 

£548.6 

108 

100 

108 

112 

99 

113 

88 

95 

89 

459.7 

91 

96 

95 

91 

96 

95 

74 

65 

61 

309.5 

61 

82 

74 

69 

86 

80 

66 

44 

46 

228.7 

45 

71 

63 

48 

77 

62 

67 

47 

49 

276.7 

55 

70 

79 

51 

74 

69 

76 

64 

64 

312.7 

62 

80 

77 

64 

78 

82 

82 

88 

76 

378.1 

75 

82 

91 

73 

82 

89 

82 

91 

80 

453 . 1 

90 

81 

111 

85 

84 

101 

83 

101 

87 

34.4 

85 

83 

102 

86 

85 

101 

90 

112 

92 

37.8 

95 

87 

109 

107 

88 

122 

90 

109 

89 

38.7 

96 

87 

110 

106 

88 

120 

90 

110 

89 

52.7 

96 

87 

110 

107 

88 

122 

90 

107 
101 

87 
83 

45.9 

96 

86 

85 

112 

107 

88 
88 

122 

Table  B. — Prices  and  Price  Indexes  of  Illinois  Farm  Products 


Product 


Corn,  bu $     .66 

Oats,  bu .36 

Wheat,  bu 90 

Barley,  bu .61 

Hogs,  cvvt 7.98 

Beef  cattle,   cwt.        6.18 

Lambs,  cwt 5.60 

Milk  cows,   head      54.00 
Veal  calves,  cwt . .        7.54 

Sheep,  cwt 4.04 

Horses,  head 150.00 

Butterfat,  lb 

Milk,  cwt 1.49 

Eggs,  doz .19 

Chickens,  lb .12 

Wool,  lb 19 

Apples,  bu .71 

Hay,  ton 13.90 

Potatoes,  bu .88 

Illinois  index  of  farm  prices 


Prices 


September  average 


1910-14 


1921-29 


5     .81 

.36 

1.16 

.60 

10.02 

8.22 

10.79 

71.00 

10.99 

5.89 

85.00 

.39 

2.26 

.30 

.21 

.33 

1.24 

12.39 

1.26 


Sept. 
1936 


$    1.07 

.40 

1.06 

1.00 

10.30 

7.50 

8.50 

56.00 

8.30 

3.55 

106.00 

.34 

2.00 

.22 

.15 

.29 

1.20 

12.40 

1.50 


Aug. 
1937 


$    1.00 

.25 

1.03 

.64 

12.50 

10.90 

9.90 

63.00 

10.10 

4.30 

101.00 

.30 

1.80 

.18 

.18 

.33 

.65 

10.60 

.85 


Sei  t. 
1937 


.96 

.27 

.96 

.69 

11.20 

10.50 

9.90 

61.00 

10.50 

3.70 

98.00 

.32 

1.90 

.20 

.18 

.33 

.65 

9.40 

.85 


Indexes:    same  month 
1921-1929  =  100 


Sept. 
1936 


132 

111 

91 

167 

103 

91 

79 

79 

75 

60 

125 

87 

88 

75 

73 

87 

97 

100 

119 

101 


Aug. 

1937 


120 
69 
89 

103 

125 

134 
93 
89 
98 
77 

116 
81 
80 
72 
85 

101 
51 
86 
62 

107 


1937 


118 

75 

83 

115 

112 

128 

92 

86 

95 

63 

115 

82 

84 

66 

89 

99 

52 

76 

68 

101 


'-5For  sources  of  data  in  tables  see  previous  page. 
UNIVERSITY  OF   ILLINOIS 

COLLEGE  OF  AGRICULTURE 

URBANA.    ILLINOIS 
Director  Agricultural   Extension 


FREE   Co-operative  Agricultural  Extension  Work. 
.====   Acts  of  May  8,  and  June  30,   1914. 


PENALTY     FOR     PRIVATE     USE    T 
PAYMENT    OF    POSTAGE    S: 


Illinois  Farm  Economics 
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CURRENT  ECONOMIC  DISCUSSIONS  ON  THE  AIR 


The  following  special  Agricultural  Economics  broadcasts  are  a  part  of  the  programs  in 
Agriculture  and  Home  Economics  which  are  broadcast  regularly  by  the  College  of 
Agriculture.  The  Agricultural  Programs  are  daily  except  Saturday  at  12:30  to  1:00 
p.m.  The  Home  Economics  Programs  are  Monday,  Wednesday,  and  Friday,  10:02- 
10:15  a.m.,  Station  WILL,  580  Kilocycles. 

December    3 — Using  New  Inventions  to   Sell   More   Milk — R.  W.   Bartlett  and 
P.  H.  Tracy. 

December  10 — The    Farm    Family    Keeps    Accounts — H.    C.    M.    Case    and    Miss 
J.  Lita  Bane. 

December  17 — Outlook  for  1938— P.  E.  Johnston  and  J.  J.  Pieper. 

December  24 — Merry  Christmas — E.  H.  Regnier. 

December  31 — 1937  Retrospect — C.  L.  Stewart  and  H.  W.  Hannah. 


Farm  and  Home  Week.  The  Annual  Farm  and  Home  Week  of  the  Col- 
lege of  Agriculture  will  be  held  January  10-14,  1938,  with  a  strong  program 
featuring  many  lines  of  work  of  the  College.  On  Wednesday,  January  12,  a 
special  program  in  Agricultural  Economics  will  be  of  interest  to  many  readers  of 
this  publication.  This  is  a  program  giving  recognition  to  account  keepers  who  have 
cooperated  with  the  College  and  their  County  Farm  Bureaus  for  10  years  or  more 
in  keeping  records  on  their  farms.  A  more  detailed  announcement  will  be  mailed 
at  an  early  date  to  anyone  who  makes  a  request  to  the  College. 

SEASONAL  TYPES  OF  CORN  PRICE  MOVEMENTS 

Corn  price  movements  from  one  year  to  another  depend  very  largely  upon 
:hanges  in  the  size  of  the  corn  crop.  Demand  conditions,  of  course,  are  also 
mportant,  but  nevertheless  it  is  usually  possible  to  judge  about  what  the  change 
n  the  average  price  from  one  season  to  the  next  will  be,  once  we  know  the  ap- 
proximate size  of  the  new  crop. 

From  the  standpoint  of  the  farmer  who  has  corn  to  sell,  however,  changes 
)f  prices  within  the  season  are  also  of  primary  importance.  If  he  has  some  basis 
)f  judging  what  is  the  most  probable  course  of  corn  prices  within  a  given  season 
le  can  adjust  his  marketing  practices  accordingly.    While  it  is  more  difficult  to 


The  outlook  information  in  this  issue  is  based  upon  reports  issued  by  the   Bureau 
of  Agricultural  Economics,  U.S.D.A. — R.  C.   Ross,  Editor. 

rinted    in    furtherance    of    the    Agricultural    Extension    Act    approved    by    Congress    May    8.    1914.     H.    \V. 
Mumford,  Director,  Extension  Service  in  Agriculture  and  Home  Economics,  University  of  Illinois 


explain  corn  price  movements  within  a  season  than   the  year-to-year  changes, 
there  arc  some  very  important  differences  in  characteristic  seasonal  movements 

which  may  be  helpful  to  those  who  have  corn  to  sell  or  who  need  to  buy  corn. 
One  type  of  corn  price  movement  which  is  fairly  typical  under  certain  con- 
ditions is  the  sort  which  occurred  in  the  years  1901-1902,  1924-1925,  and  in 
1934-1935.  In  those  years  the  highest  level  of  corn  prices  during  the  period  from 
October  to  the  following  summer  occurred  in  mid-winter.  These  were  all  periods 
following  extremely  short  corn  crops.  The  course  of  corn  prices  for  each  of  these 
years  is  shown  in  Fig.  1. 
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Fig.  1. — Corn  Prices  in  Typical  Years  of  Extremely  Short  Crops 

Prices  on  all  charts  arc  for  No.  3  yellow  corn  at  Chicago.  1901-02,  1924-25,  and  1934-31 
were  years  when  corn  production  was  extremely  short  relative  to  the  number  of  hogs  to  be 
fed,  and  for  the  winter  and  spring  months  prices  reached  their  highest  level  in  either  Decem- 
ber or  January. 


The  reason  for  the  type  of  price  movement  which  usually  occurs  in  years  of 
extremely  short  corn  crops  is  to  be  found  in  changes  of  demand.  1  'rices  in  the 
early  part  of  the  season  are  likely  to  be  determined  largely  by  farmers'  and 
speculators'  knowledge  that  the  crop  is  very  short  and  hence  the  price  level  will 
be  well  above  the  level  of  the  previous  year.  As  the  marketing  season  progresses 
and  a  small  volume  of  receipts  during  November  and  December  confirms  the* 
small  crop  estimates,  prices  are  likely  to  advance  somewhat.  With  the  coming 
of  late  winter  and  spring,  however,  it  is  likely  to  become  apparent  that  the  demand 
for  corn  is  not  quite  so  great  as  it  was  in  the  immediately  preceding  years.  Stocks 
of  corn  do  not  decline  as  rapidly  as  in  years  of  normal  crops  and  there  are  feweil 
purchasers.  Hence  there  is  a  tendency  for  the  market  to  sag  in  the  late  wintei 
and  spring  months. 

In  these  years  demand  was  reduced  on  account  of  the  reduction  in  numbeq 
of  hogs.  Although  moderately  short  corn  crops  may  or  may  not  he  accompanied 
by  declining  hog  numbers,  in  years  when  the  corn  crop  is  extremely  small,  then 
ilmosl  sure  to  be  a  decline.  Thus  in  1902  there  were,  on  January  1,  onh 
46,800,000  hogs  compared  with  53,200,000  a  year  earlier.  On  January  1,  1  c>25 
there  were  55,770,000,  compared  with  66,576,000  in  1924.  On  January  1,  193f 
there  were  only  VK 004. 000  against  58,621,000  a  year  previous.  Hoys  are  \<:d  ou 
early  and  to  light  weights,  and  fewer  sows  are  kepi  for  breeding  purposes.  Th< 
effect  of  this  is  to  reduce  the  farm  utilization  of  corn  below  that  in  normal  years, 
Corn  purchases  by  feeders  are  especially  reduced  in  late  winter  and  spring.    Thu 
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the  reduction  in  hog  numbers  undoubtedly  was  an  important  factor  in  causing  the 
sagging  market  in  late  winter  and  early  spring. 

The  type  of  corn  price  movement  indicated  above,  however;  does  not  always 
lake  place  in  years  of  extremely  short  crops.  An  outstanding  exception  was 
1936-37.  Indeed,  it  was  noted  in  Illinois  Farm  Economics  for  September  and 
October,  1936,  that  "Wbile  the  number  of  bushels  produced  is  very  small,  the 
number  of  bushels  per  hog  is  slightly  larger  than  in  1924,"  and  that  "The  reduc- 
tion of  hog  numbers  from  January  1,  1936  to  January  1,  1937  is  likely  to  be  much 
less  than  that  which  occurred  during  1934." 


CENTS. 


120 


100 


60 


40 


AVE      1901-02,  1924-25,    1934-35 


SEPT.    OCT.     NOV     DEC     JAN      FEB.    MAR.    APR.     MAY    JUNE  JULY     AUG.  SEPT    OCT 


Fig.  2. — Corn  Prices  in  Years  of  Extremely  Short  Crops: 
Average  of  Typical  Years,  and  1936-37 
Unlike  the  typical  years,  corn  prices  in  1936-37  were  higher  in  the  spring  months  than 
in  mid-winter.   This  was  because  there  was  no  marked  decrease  in  hog  numbers  as  is  usually 
the  case  in  years  of  extremely  short  crops. 
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As  a  matter  of  fact,  it  turned  out  that  the  fall  pig  crop  of  1936  was  larger 
than  in  the  year  before,  and  hence  the  reduction  of  hog  numbers  on  January  1, 
1937  was  much  less  than  was  expected  when  the  above  mentioned  article  was 
written.  The  extent  of  the  difference  may  be  indicated  by  the  fact  that  the  federal 

iutlook  report  for  1937,  which  was  issued  in  December,  1936,  stated  that  "indi- 

ations  in  June  were  for  a  fall  pig  crop  of  around  26  million  head.  It  is  now  evi- 
dent that  not  more  than  19  or  20  million  pigs  will  be  saved  from  this  crop."  (U.  S. 
Department  of  Agriculture,  Bureau  of  Agricultural  Economics  Miscellaneous 
Publication  255,  page  33).  However,  when  the  results  of  the  pig  survey  became 
available,  later  in  the  month  of  December,  the  pig  crop  was  estimated  at  23,815,- 
300.  This  change  in  the  prospects  for  hog  numbers  naturally  made  a  difference 
in  the  type  of  corn  price  movement  to  be  expected,  and  made  it  no  longer  likely 
that  the  movement  of  prices  from  the  fall  of  1936  to  the  summer  of  1937  would 
follow  the  course  typical  of  years  of  extremely  short  crops  when  there  had  also 
!     jeen  a  marked  reduction  in  hog  numbers.    The  January  1,  1937  number  of  hogs 

m  farms  (42,474,000)  was  almost  as  large  as  the  number  a  year  earlier  (42,837,- 
)00).  The  actual  course  of  corn  prices  in  1936  was  as  shown  in  Fig.  2.  After 
reaching  a  temporary  peak  in  December,  prices  fell  off  a  little  but  then  rose 
sharply  in  the  spring  months  as  the  effect  of  the  shortage  of  feed — for  the  number 

f  hogs  and  other  livestock  actually  on  hand — became  more  acute. 

In  years  when  large  crops  follow  small  crops,  corn  prices  usually  have  a  very 

.ifferent  type  of  seasonal  movement  than  in  years  of  extremely  small  crops.   This 
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is  shown  by  Fig.  3,  which  compares  prices  in  the  crop  years  of  1902-03,  1925-26 
and  1935-36.  In  each  of  these  years  prices  declined  rapidly  in  the  early  fall  as  the 
larger,  new  crop  became  available.  From  mid-winter  to  spring  there  is  no  striking 
similarity  of  movement,  hi  one  of  the  years  prices  declined;  in  another  they  rose 
and  in  the  third,  there  was  first  a  decline  and  then  a  rise. 
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Fig.  3. — Corn  Prices  in  Years  of  Large  Following  Extremely  Short  Crops 
There  is  no  very  typical  movement  of  corn  prices  in  years  of  large  following  extremelj 
short  crops  except  for  the  decline  in  the  fall  months. 


In  order  to  understand  the  reasons  for  what  occurred,  it  is  necessary  to 
consider  what  happened  to  hog  numbers.  As  of  January  1,  1903,  the  number  of' 
hogs  in  the  United  States  was  estimated  at  47,200,000,  a  very  slight  increase  from 
the  46,800,000  of  the  previous  year.  In  1926  there  were  52,105,000  hogs  compared 
with  55,775,000  a  year  earlier — that  is,  there  was  a  further  decrease  in  hog  num- 
bers the  second  year  following  a  short  corn  crop,  instead  of  an  increase.  In  1936 
however,  there  were  42,837,000  hogs,  an  increase  of  nearly  3  million  over  the 
39,004,000  of  January  1,  1935.  Here  we  have  an  important  reason  for  the  differ- 
ence between  the  price  movements  which  occurred  from  November  to  May  of  the 
three  years  in  which  larger  crops  followed  years  of  extremely  short  crops.  In  the 
one  year  (1935-36)  when  there  had  been  a  marked  increase  in  hog  numbers  over 
the  previous  year,  corn  prices  made  a  gradual  gain  from  December  to  May.  In  the 
year  when  there  had  been  a  marked  decrease  in  hog  numbers  (1926-27),  there 
was  a  general  downward  trend  of  corn  prices  from  early  winter  to  late  spring, 
whereas  in  the  year  when  there  was  only  a  very  slight  increase  in  hog  numbers 
(1902-03)  prices  declined  somewhat  during  the  winter  and  then  rose  again  a  little 
in  the  spring. 

Perhaps  a  still  further  comparison  will  be  helpful  to  indicate  the  effect  of 
changing  hog  numbers  upon  the  seasonal  course  of  corn  prices.  Since  the  World 
War  there  have  been  only  two  occasions  in  which  January  1  hog  numbers  have 
increased  by  more  than  10  percent  over  the  level  of  the  previous  January.  Ir 
1923  there  was  an  increase  of  15.8  percent  and  in  1928  an  increase  of  11.5  percent 
There  have  been  three  other  years  when  the  increases  in  hog  numbers  have 
.inn muted  to  5  percent  or  more  and  one  year  in  which  the  increase  over  the  pre- 
vious January  was  just  under  5  percent.  The  percentage  increases  for  thest 
various  years  are  as  follows: 

1923  ....  15.8  1932  ....    8.1 

1928  ....  11.5  1927  ....     6.5 

L936  ....    9.8  1933  ....    4.8 


10 


It  will  be  noted  from  Fig.  4  that  in  both  years  when  the  increase  in  hog  num- 
bers was  10  percent  or  more  there  was  a  marked  increase  in  the  price  of  corn 
from  December  to  the  following  spring.  Fig.  5  and  Fig.  3  (for  1935-36)  show 
that  in  the  other  years  cither  the  increase  was  less  marked  or  there  was  an  actual 
decrease  during  that  period. 
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Fig.  4. — Corn  Prices  in  Selected  Years  of  Increasing  Hog  Numbers 
In  both  of  these  years  there  was  a  marked  increase  in  hog  numbers  on  January  1,  cora- 
ared  with  the  preceding  January,  and  business  activity  was  improving. 


It  is  to  be  borne  in  mind,  however,  that  the  situation  in  1931-32  and  1932- 

r-  J3  was  very  largely  influenced  by  facts  other  than  hog  numbers.    In   1931-32 

1  here  was  a  rapid  downward  swing  of  the  depression  and  commodity  prices  gener- 

'm  illy  were  decreasing.    During  1932-33  recovery  began,  accompanied  by  devalua- 

li::    ion  of  the  dollar  and  a  general  commodity  price  inflation  which  was  the  primary 

™  :ause  of  the  rapid  upswing  of  corn  prices  from  February  to  the  following  July.   In 

5  ^931-32,  had  it  not  been   for  the  downward  trend  of  business  activity  and  of 

(  ".ommodity  prices  generally,  the  increase  in  hog  numbers  would  probably  have 

1    >een  sufficient  to  cause  a  considerable  improvement  of  corn  prices  from  December 

nil 

o« 

ml! 
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Fig.  5. — Corn  Prices  in  Selected  Years  of  Increasing  Hog  Numbers 
In  each  of  these  years  hog  numbers  increased  only  moderately.    The  movement  of  corn 
rices  in  1931-32  and  1932-33  was  influenced  largely  by  business  conditions  and  the  general 
ommodity  price  level.   Beginning  in  May  of  1927  corn  prices  of  1926-27  were  dominated  by 
ew  crop  conditions. 
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to  May,  whereas  in  1932-33,  had  it  not  been  for  the  devaluation  of  the  dollar  there 
would  have  been  a  much  smaller  rise  of  prices  from  December  1932  to  May  19331 

In  any  attempt  to  apply  the  experience  of  past  years  to  the  current  season, 
the  first  question  which  arises  is  "What  has  actually  happened  to  hog  numbers?! 
The  Spring  pig  crop  of  1937  is  reported  to  have  been  7  percent  smaller  for  the 
United  States  and  2  percent  smaller  in  Illinois  than  the  spring  pig  crop  of  1936. 
It  is  the  pigs  from  the  spring  crop  which  normally  come  on  the  market  during  the 
winter  season  from  October  to  April.  On  account  of  the  shortage  of  corn  from 
the  1936  crop  it  is  likely  that  a  larger  proportion  than  usual  of  the  corn  fed  to 
1937  spring  pigs  will  be  from  the  current  year's  crop  rather  than  the  old  crop,  and 
hogs  farrowed  in  the  spring  will  be  fed  corn  later  in  the  season  than  usual. 

According  to  the  spring  pig  crop  report,  the  number  of  sows  bred  to  farrow 
in  the  fall  of  1937  was  3  percent  less  than  the  fall  of  1936  for  the  United  States 
as  a  whole,  while  in  Illinois  a  decrease  of  9  percent  was  indicated.  If  the  actual 
decreases  in  the  fall  pig  crop  should  be  as  indicated  in  the  spring  survey,  it  is 
doubtful  whether  there  will  be  any  marked  increase  in  hog  numbers  on  January  1' 
in  spite  of  the  tendency  to  hold  back  hogs  and  feed  them  for  longer  periods  before 
marketing.  The  results  of  the  fall  pig  survey  will  not  be  available  until  the  latter 
part  of  December,  but  when  these  data  are  available,  it  should  be  possible  to  judge 
better  the  extent  to  which  there  will  be  an  increase  or  decrease  in  the  number  of 
hogs  to  be  fed  from  the  1937  corn  crop. 

Finally,  in  appraising  the  outlook  for  hog  prices  for  the  current  season  it 
must  be  borne  in  mind  that  in  the  past  few  months  there  has  been  a  rapid  down-i 
turn  of  industrial  production  and  some  falling  off  of  the  average  level  of  com- 
modity prices.  The  decrease  in  commodity  prices  thus  far  has  been  due  mainly  tc 
larger  crops  lowering  the  prices  of  farm  products  but  if  the  recession  in  business 
activity  continues  much  further,  it  is  likely  that  prices  may  be  materially  affectec1 
by  it  and  consequently  the  trend  of  business  activity  might  become  a  dominanl 
factor  in  affecting  the  trend  of  corn  prices  from  December  1937  to  May  1938. 

E.  J.  Working 
LOANS  ON  SEALED  CORN1 

Since  1927  Illinois  law  has  provided  for  the  sealing  of  corn  and  other  grair 
in  farm  cribs  or  granaries.  This  is  done  through  County  Farm  Warehouse 
Boards,  acting  for  the  State  Director  of  Agriculture.  Certificates  are  issued  which 
can  be  used  as  collateral  for  loans.  Since  1933  considerable  quantities  of  com 
have  been  sealed  in  this  way,  and  loans  obtained.  In  1933  the  Commodity  Credit 
Corporation — a  government  corporation — loaned  45  cents  a  bushel,  without  re- 
course, on  notes  secured  by  such  certificates.  Tn  one  form  or  another,  similai 
loans  have  been  made  in  each  succeeding  year.  Lending  by  banks  and  other  credit 
agencies  on  this  type  of  collateral  has  gradually  developed. 

For  1937  the  Commodity  Credit  Corporation  has  announced  that  it  will  loar 
50  cents  per  bushel,  without  recourse,  on  the  security  of  sealed  corn  to  farmer.' 
who  cooperated  in  the  1(>37  Soil  Conservation  Program.  This  is  for  corn  witl 
141/2  percent  moisture  and  the  quantity  will  be  reduced  two  percent  for  eacl 
percent  increase  in  moisture.  Above  201/2  percent  moisture,  loans  will  not  b< 
made.  The  effect  of  this  is  to  reduce  the  loan  one  cent  per  bushel  for  each  on< 
percent  increase  in  moisture,  based  on  quantity  at  time  loan  is  made. 

Loans  may  be  of  two  types,  for  different  purposes.  They  may  be  (1) 
stabilization  loans,  which  aim  at  maintaining  a  particular  level  of  prices,  or  the} 
may  be   (2)    credit  loans,   which   merely   permit   a    farmer  to  obtain  credit  on  hi: 

'Paper  presented  before  Third  Annual  Conference  on  Banking,  University  o 
Illinois,  November  22-23,  1037. 
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stored  crop.  Stabilization  loans  would  likely  be  above  the  market  price  and  to  be 
effective,  would  need  to  be  available  to  a  very  large  percentage  of  producers  who 
market  the  commodity.  The  1937  government  corn  loan  is  being  made  at  3-5^ 
above  the  current  market  price  but  inasmuch  as  a  substantial  percentage  of  corn 
producing  farmers  did  not  cooperate  in  the  1937  Soil  Conservation  Program,  there 
is  a  large  volume  of  corn  ineligible  for  such  loans.  Hence  the  stabilization  features 
of  this  year's  loan  are  not  of  great  importance.  It  is  not,  however,  strictly  a 
jcredit  loan,  since  it  is  made  without  recourse  and  for  slightly  more  than  the 
market  price. 

Banks  and  other  lending  agencies  may  handle  Commodity  Credit  Corporation 
paper.  The  reported  division  of  the  four  percent  rate  to  be  paid  by  the  farmer  is 
2i/2  percent  to  the  local  agency  and  lt/2  percent  to  the  Commodity  Credit  Corpora- 
ion.   Such  paper  is,  in  effect,  guaranteed  by  the  government. 

Loans  May  Be  Made  by  Other  Agencies.  On  a  strictly  credit  basis,  banks 
|ind  other  lending  agencies  can  use  sealer's  certificates  as  security  for  loans.  Banks 
vhich  confine  their  operations  strictly  to  unsecured  loans  would  perhaps  not  be 
nterested,  even  tho  they  make  loans  to  regular  customers  in  order  to  permit  them 
o  hold  their  corn.  There  are  many  farmers  who  are  not  entitled  to  unsecured 
:redit,  that  are  entitled  to  a  reasonable  loan  on  the  security  of  sealed  corn. 

The  value  of  these  certificates  as  collateral  depends  on  how  well  the  local 
>oards  and  sealers  and  the  responsible  state  officials  do  their  respective  jobs. 
3ased  on  past  experience,  the  latter  will  be  expected  to  give  vigorous  supervision 
nd  to  follow  up  violations  which  impair  the  value  of  the  collateral. 

The  procedure  for  loans  on  this  collateral  is  simple: 

(1)  The  applicant  applies  to  County  Warehouse  Board,  which  is  located  at 
e  Farm  Bureau  Office,  to  have  his  corn  sealed. 

(2)  He  should  be  required  to  furnish  a  statement  from  his  local  elevator  as 
moisture  content  .of  the  grain.    The  corn  should  be  under  20  percent,  and 

ybeans  under  14-15  percent. 

(3)  The  grain  should  be  insured  up  to  the  market  value  for  damage  from 
re,  lightning  and  tornado.   Specific  insurance  is  desirable,  so  that  there  will  be  no 

estion  in  case  of  loss.    This  insurance  is  available  in  connection   with  sealed 
ain  at  75$  per  $100. 

(4)  The  sealer's  certificate  when  completed  is  endorsed  to  the  lender.    A 
»|)py  can  be  filed  with  the  County  Recorder  and  it  then  has  the  effect  of  a  chattel 

lortgage.  A  prudent  lender  will,  of  course,  satisfy  himself  that  there  are  no  liens 
1  the  crop  by  checking  the  court  house  record  or  following  the  Daily  Reporter, 
;id  also  in  case  of  a  tenant  by  learning  the  nature  of  the  rental  agreement. 

(5)  A  collateral  form  of  note  is  used  with  the  certificate  properly  described 
I.  the  collateral  agreement. 

(6)  Loans  should,  of  course,  be  confined  to  a  reasonable  percentage  of  the 
cal  value  of  the  grain.  In  years  like  1937  when  a  large  crop  of  corn  follows  a 
Wt  one,  there  has  typically  been  only  a  moderate  increase  in  the  price  of  corn, 
bless  a  drouth  occurred  in  the  following  summer,  as  in  1936,  or  until  there  is  an 
tpansion  in  the  number  of  hogs.  There  has,  however,  commonly  been  very  little 
•■cline  in  price  from  the  early  winter  level.    On  the  basis  of  past  experience  a 

an  for  a  reasonable  percentage  of  the  value  of  a  crib  of  corn  would  involve  very 
I  tie  hazard  at  this  time.  L   T   Norton 

I  '""Original  data  for  Tables  A  and  B  were  obtained  from  the  following  sources:  (1)  Bureau  of  Agri- 
crtura!  Economics,  U.S.D.A.  Beginning  with  January,  1936,  cash  income  to  Illinois  farmers  includes  the 
r'ised  estimates  of  the  Bureau;  (21  Illinois  Crop  Reporting  Service.  Illinois  State  Department  of  Agricul- 
1  e,  and  U.  S.  Department  of  Agriculture,  cooperating;  (3)  Monthly  data  include  an  average  of  current 
rnth  with  eleven  preceding  months;  (41  Federal  Reserve  Board;  (51  National  Industrial  Conference 
Iprd.    For  explanations  of  computations,  see  Number  2,  July,   1935. 
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Table  A. — Indexes  of  Business  Conditions,  Same  Month  1921-1929 


100 


1929 

1930 

1931 

1932 

1933 

1934 

1935 

1936 

Sept.,  1936 
June,  1937 
July, 1937. 
Aug.,  1937 
Sept.,  1937 
Oct.,  1937 


Whole- 
sale 
prices  of 
all  com- 

Farm 

prices 

Cash  income  to 
Illinois  farmers 

Prices 
paid  by 

Pur- 
chasing 
power  of 
income  to 

Factory 

Cost  of 

Pur- 

Illinois2 

United 

modities 

United 

United 

factory 

(U.  S.)> 

States' 

Millions' 

Indexes' 

bought 
(U.  S.)' 

farmers 

States4 

States6 

payrolls 

97 

109 

103 

#548.6 

108 

100 

108 

112 

99 

113 

88 

95 

89 

459.7 

91 

96 

95 

90 

95 

95 

74 

65 

61 

309.5 

61 

82 

74 

68 

86 

79 

66 

44 

46 

228.7 

45 

71 

63 

48 

77 

62 

67 

47 

49 

276.7 

55 

70 

79 

49 

74 

66 

76 

64 

64 

306.1 

60 

80 

75 

64 

78 

82 

82 

88 

76 

362.1 

72 

82 

88 

72 

82 

89 

82 

91 

80 

453.1 

90 

81 

111 

85 

84 

101 

83 

101 

87 

34.4 

85 

83 

102 

86 

85 

101 

90 

109 

89 

38.7 

96 

87 

110 

106 

88 

120 

90 

110 

89 

52.7 

96 

87 

110 

107 

88 

122 

90 

107 

87 

45.9 

96 

86 

112 

107 

88 

122 

89 

101 

83 

35.6 

97 

85 

114 

102 

88 

116 

85 

90 

78 

84 

100 

88 

114 

Table  B. — Prices  and  Price  Indexes  of  Illinois  Farm  Products 


Product 


Corn,  bu 

Oats,  bu 

Wheat,  bu 

Barley,  bu 

Hogs,  cwt 

Beef  cattle,  cwt. 

Lambs,  cwt 

Milk  cows,   head 
Veal  calves,  cwt.. 

Sheep,  cwt 

Horses,  head .... 

Butterfat,  lb 

Milk,  cwt 

Eggs,  doz 

Chickens,  lb 

Wool,  lb 

Apples,  bu 

Hay,  ton 

Potatoes,  bu 


Prices 


November  average 


1910-14 


$      .54 

.37 

.91 

.63 

6.94 

5.96 

5.58 

54.00 

7.30 

3.94 

148.00 


1.81 
.27 
.10 
.18 
.79 
13.92 
.71 


1921-29 


5       .67 

.38 

1.18 

.59 

8.69 

7.90 

10.62 

72.00 

10.21 

5.60 

83.00 

.43 

2.34 

.44 

.19 

.34 

1.50 

12.91 

1.26 


Nov. 
1936 


$      .95 

.40 

1.09 

1.02 

9.00 

7.80 

7.90 

57.00 

8.30 

3.15 

109.00 

.32 

2.00 

.32 

.12 

.30 

1.30 

12.70 

1.20 


Oct. 
1937 


5     .50 

.26 

.92 

.66 

10.40 

10.00 

9.60 

62.00 

10.30 

3.80 

98.00 

.33 

2.00 

.22 

.18 

.31 

.55 

9.50 

.75 


Nov. 
1937 


5     .42 

.26 

.83 

.64 

8.50 

8.40 

8.80 

62.00 

9.30 

3.75 

94.00 

.35 

2.05 

.26 

.17 

.29 

.65 

9.50 

.70 


Illinois  index  of  farm  prices. 


Indexes:   same  month 
1921-1929  =  100 


Nov. 
1936 


142 

105 
92 

173 

104 
99 
74 
79 
81 
56 

131 
75 
86 
73 
65 
88 
87 
98 
95 

101 


Oct. 
1937 


68 

68 

80 

112 

108 

124 

90 

86 

94 

67 

117 

80 

87 

62 

90 

94 

40 

76 

62 

90 


Nov. 
1937 


63 
68 
70 

108 
98 

106 
83 
86 
91 
67 

113 
82 
88 
60 
90 
84 
43 
74 
56 


'-6For  sources  of  data  in  tables  see  previous  page. 


UNIVERSITY   OF   ILLINOIS 

COLLEGE  OF  AGRICULTURE 

URBANA,    ILLINOIS 


PENALTY     FOR     PRIVATE     USE    TO    * 
PAYMENT    OF    POSTAGE    S2C     i 


Director  Agricultural   Extension 


FREE  Co-operative  Agricultural  Extension  Work. 
;==  Acts  of  May  8,  and  June  30,  1914. 


Illinois  Farm  Economics 


Department  of  Agricultural  Economics,  College  of  Agriculture  and  Agricultural  Experi- 
ment Station,  in  cooperation  with  the  Extension  Service  in  Agriculture 
and  Home  Economics,  University  of  Illinois 


Urbana 


January,  1938 


Number  32 


GRAIN  SUPPLIES  AND  LIVESTOCK  ON  FEED 

Both  grain  and  livestock  farmers  are  interested  in  information  recently  re- 
leased by  the  Bureau  of  Agricultural  Economics  concerning  supplies  of  grains  on 
farms,  and  numbers  of  livestock  on  feed.  Such  information  can  well  be  used  by 
farmers  in  planning  their  livestock  programs  for  1938,  or  when  to  sell  grains. 

Stocks  of  Corn,  Oats  and  Wheat.  Stocks  of  corn,  oats  and  wheat  on  farms 
in  the  United  States  on  January  1,  1938  are  large  as  compared  with  years  since 
1934  and  stocks  of  both  corn  and  oats  are  larger  than  the  average  for  1.928-32. 

Grain  Stocks  on  Farms  in  the  United  States  on  January  1  (1,000  Bushels) 


928-32 
934... 
935 .. . 
936... 

937... 
938... 


Corn 


1,384,343 
1,476,505 

841,666 
1,399,826 

806,935 
1,667,989 


Oats 


686,164 
457,496 
354,668 
770,712 
482,158 
688,937 


Wheat 


249,495 
204,674 
145,811 
165,355 
128,314 
208,745 


Seventy-one  percent  of  the  previous  year's  corn  crop  was  still  on  farms  Janu- 
ary 1,  1938  as  compared  with  64  percent  for  January  1,  1937,  and  65  percent  for 
he  average  of  the  years  1928-32.    The  large  supply  of  corn  on  farms,  altho  the 
937  crop  was  only  slightly  above  average  and  export  shipments  have  been  larger 
lhan  average,  reflects  the  smaller  numbers  of  livestock  being  fed. 

Fewer  Pigs  Saved  in  1937  Than  in  1936.    Farmers  in  the  United  States 
[Ian  to  have  only  five  percent  more  sows  to  farrow  in  the  spring  of  1938  than 
arrowed  in  the  spring  of  1937.    In  the  spring  of  1936,  following  the  good  corn 
|rop  of  1935,  30  percent  more  sows  farrowed  than  in  the  previous  spring.    This 
respective  increase  for  the  spring  pig  crop  of  1938  is  less  than  was  expected. 
The  latest  available  data  indicate  that  in  1937  the  spring  pig  crop  (38.6  million 
jead)   was  seven  percent  and  the  fall  crop  one  percent  smaller  than  the  cor- 
fesponding  crops  in  1936.   The  1938  spring  crop  of  pigs  will  be  larger  than  those 
[if  1937,  1935  and  1934,  but  smaller  than  the  1936  crop  and  much  smaller  than  the 
ery  large  crop  of  1933.   The  fact  that  the  combined  spring  and  fall  pig  crops  of 
237  (62.2  million  head)  was  22  percent  (17.8  million  head)  less  than  the  aver- 
se for  the  five  years,  1929-33,  accounts  in  part  for  the  greater  supplies  of  corn 
)pw  on  farms  and  indicates  that  until  the  next  corn  crop  is  available,  hogs  will  use 
"ss  than  average  amounts  of  corn.    Illinois  farmers  who  have  their  1938  spring 
ijgs  ready  for  market  first  are  likely  to  receive  the  best  prices. 

More  Cattle  on  Feed.   The  number  of  cattle  on  feed  in  the  11  Corn  Belt 
:ates  on  January  1,  1938  was  15  percent  larger  than  a  year  earlier.    This  was 
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Number  of  Pigs  Saved  in  the  United  States 

(Million  Head) 


Spring  crop 

Fall  crop 

Total  crop 

1933 

53.5 
39.7 
32.4 
41.5 
38.6 
40.61 

30.7 
17.1 
22.7 
23.8 
23.6 

84.' 

1934 

1935 

56.8 
55.1 

1936 

1937 

65.3 
62.2 

1938 

■As  indicated  by  December  1,  1937  'breeding'  intentions  reports. 

less,  however,  than  the  number  January  1,  1936,  following  the  good  corn  crop  of 
1935.  Increases  over  1937  occurred  in  all  Corn  Belt  States  except  Kansas  and 
Michigan,  the  largest  percentage  gains  being  in  South  Dakota,  Nebraska  and 
Iowa.  Cattle  on  feed  in  Illinois  increased  15  percent.  Numbers  on  feed  in  the 
Corn  Belt  as  a  whole  apparently  are  not  large  in  comparison  with  those  fed  in 
other  years  of  large  corn  crops.  Numbers  on  feed  in  the  Eastern  Corn  Belli 
however,  are  the  largest  in  nearly  15  years.  Numbers  on  feed  in  areas  outside  the 
Corn  Belt  January  1,  1938  are  not  greatly  different  from  a  year  ago.  Reports  on 
expected  months  of  marketing  show  that  in  the  past  five  years  the  largest  per- 
centage is  intended  for  marketing  in  May  or  later. 

Largest  Number  of  Lambs  on  Feed  Since  1932.  The  number  of  sheep  and 
lambs  on  feed  January  1,  1938  in  the  United  States  (6.07  million)  was  about  11 
percent  larger  than  a  year  earlier.  The  average  number  January  1  for  the  period 
1932-36  was  5.64  million,  as  contrasted  with  the  record  number  of  6.16  million 
January  1,  1932.  The  increase  in  feeding  this  year  over  last  has  occurred  in  the 
Corn  Belt,  where  the  number  this  year  was  3.29  million  compared  with  2.72 
million  on  January  1,  1937.  A  considerable  part  of  the  increased  number  of  lambs 
on  feed  this  year  over  last  are  Texas  lambs  ;  this  will  decrease  the  number  of  grass 
fat  yearlings  that  will  be  marketed  in  the  spring  of  1938  as  compared  with  1937. 
The  total  slaughter  of  sheep  and  lambs  during  the  first  four  months  of  1938, 
therefore,  is  not  expected  to  show  the  increase  indicated  by  the  numbers  on  feed 
January  1,  1938.  This  year  a  much  larger  proportion  of  the  four  months'  slaughter 
is  expected  to  occur  in  January  and  February  than  last  year. 

Feed  Grain  Supplies  Are  Large  as  Compared  With  Livestock.   The  total 
supply  of  all  feed  grains  for  use  in  1938  is  larger  than  in  any  year  since  1932.  ir 
relation  to  the  livestock  to  which -these  grains  are  to  be  fed.   Even  though  as  much 
as  100  million  bushels  of  corn  is  exported  this  year,  a  larger  than  normal  carry-— 
over  of  corn  is  likely  at  the  time  the  1938  crop  is  read)-  for  harvest. 

As  a  result  of  drouth  damage  the   1937-38  Argentine  corn  crop  has  beer't 
unofficially  estimated  at  only  197  to  236  million  bushels  as  contrasted  with  36( 
million  bushels  produced  in  1936-37.   The  exports  and  price  of  corn  in  the  United! 
States  will  be  influenced  by  the  amount  of  corn  available  for  export    from  the 
new  Argentine  crop  which  will  be  available  in  April  or  May. 

P.  E.  Johnston 

COMPARISON  OF  LIVING  STANDARDS  IN  DIFFERENT  COUNTRIES 

American  people  are  now  enjoying  a  material  standard  of  living  higher  thai 
thai  of  any  other  country  according  to  a  recent  study  of  living  standards  pub 
lished  in  the  quarterly  Journal  of  Economics  in  February,  1937  (Fig.  1).  Base< 
upon  a  comparison  of  several  different  items  from  1924  to  1933,  the  United  State 
ranked  first  in  the  consumption  of  citrus  fruits  and  bananas,  per  capita  use  oj| 
motor  vehicles,  telephone  and  telegraph  service,  and  in  the  number  of  railroa 
locomotives  and  mileage  of  telephone  and  telegraph  wires  per  100.000  people. 
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Fig.  1.  Indications  of  Relative  Standards  of  Living  of  14  Countries,  1924-33. 


COUNTRY 


UNITED  STATES 

BRITISH    ISLES 

DENMARK 

SWITZERLAND 

HOLLAND 

BELGIUM 

SWEDEN 

NORWAY 

GERMANY 

FRANCE 

FINLAND 

ITALY 

SPAIN 

PORTUGAL 


163 
137 
130 
123 
118 
118 
110 
109 
109 
106 
50 


RELATIVE    STANDARD  OF    LIVING 


^_u 


(average  of  ALL  COUNTRIES  =  100) 

I I I 


'By   Bennett,   M.   K.     Measurement   of   Relative   National   Standards   of 
Living.    Quarterly  Journal  of  Economics,  Vol.  LI,  February,   1937. 
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In  education,  the  United  States,  with  61  percent  of  the  children  between  5 
and  20  years  of  age  in  school,  ranks  second  only  to  Germany  where  64  percent 
of  the  children  in  this  age  group  attend  elementary  or  secondary  schools.  This 
computation  did  not  include  a  large  number  of  students  from  17  to  20  years  of 
age  who  are  attending  college. 

Living  standards  are  highest  in  the  countries  which  have  long  enjoyed  the 
freedom  of  a  democratic  government,  standards  in  the  British  Isles,  Denmark, 
and  Switzerland  ranking  close  to  those  in  the  United  States. 

Turning  to  the  low-standard  countries,  one  is  not  particularly  surprised  to 
note  that  war-torn  Spain  and  Fascist  Italy  are  near  the  bottom  of  the  list.  Fol- 
lowing the  World  War,  Italy  turned  to  Fascism,  while  poverty-stricken  Spain 
could  offer  little  resistance  to  the  exploitation  of  conflicting  outside  forces  now 
fighting  within  her  borders. 

Living  standards  in  Russia,  Japan,  and  China  at  the  present  time  are  so  low 
as  to  almost  defy  comparison  with  those  of  other  countries. 

While  the  American  people  continue  to  enjoy  a  material  standard  of  living 
higher  than  that  of  any  other  country,  the  1929-32  depression  caused  the  worst 
breakdown  ever  recorded  in  our  economic  system.  Though  this  depression  was 
world-wide  in  scope,  living  standards  in  the  United  States  suffered  far  more  than 
those  in  other  countries.  By  1932  the  total  volume  of  industrial  production  in 
this  country  had  declined  46  percent  from  the  1929  level,  as  compared  with  a  28 
percent  decline  for  commercial  countries  other  than  the  United  States. 

Recession  in  business  activity  in  the  United  States  during  the  latter  part  of 

1937  is  indicated  by  the  decline  in  the  rate  of  increase  in  industrial  production 

for  the  year  as  a  whole.    In  contrast  with  this,  industrial  production  in  other 

ountries  increased   faster  in   1937  than  in  preceding  years.    Unless  something 

nforeseen  disrupts  the  upward  movement  in  world  production,  it  is  probable  that 

resumption  of  the  upward  movement  in  industrial  production  in  the   United 

tates  may  be  expected  by  the  middle  of  1938. 

R.  W.  Bartlett 


'-'Original  data  for  Tables  A  and  B  were  obtained  from  the  following  sources:  (1)  Bureau  of  Agri- 
ultural  Economics,  U.S.D.A.  Beginning  with  January,  1936,  cash  income  to  Illinois  farmers  includes  the 
"evised  estimates  of  the  Bureau;  (2)  Illinois  Crop  Reporting  Service,  Illinois  State  Department  of  Agricul- 
ure.  and  U.  S.  Department  of  Agriculture,  cooperating;  (3)  Monthly  data  include  an  average  of  current 
nonth  with  eleven  preceding  months;  (4)  Federal  Reserve  Board;  (5)  National  Industrial  Conference 
3oard.    For  explanations  of  computations,  see  Number  2,  July,    1935. 
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Table  A.     [ndi  xes  of  Business  Condition-.  Same  .Month,  1921-1929  =  100 


1929 

1930 

1931 

1932 

1933 

1934 

1935 

1936 

Nov.,  1936 
Aug.,  1937 
Sept.,  1937 
Oct.,  1937. 
Nov.,  1937 


Whole- 
sale 
prices  of 
all  com- 
modities 
(U.  S.)> 


97 
88 
74 
66 
67 
76 
82 
82 
84 
90 
89 
85 
85 


Farm  prices 


Illinois' 


109 

95 

65 

44 

47 

64 

88 

91 

101 

107 

101 

90 


United 
States1 


103 
89 
61 
46 
49 
64 
76 
80 
84 
87 
83 
78 
75 


Cash  income  to 
Illinois  farmers 


Millions1 


3548.6 

459.7 

309.5 

228.7 

276.7 

306.1 

362.1 

453.1 

42.1 

45.9 

35.6 

34.4 

36.3 


Indexes' 


108 
91 
61 
45 
55 
60 
72 
90 
87 
96 
97 
97 
96 


Prices 
paid  by 
farmers 
for  com- 
modities 
bought 
(U.  S.)' 


100 
96 
82 
71 
70 
80 
82 
81 
83 
86 
85 
84 
84 


Pur- 
chasing 
power  of 
income  to 
Illinois 
farmers 


108 

95 

74 

63 

79 

75 

88 

111 

105 

112 

114 

115 

114 


Factory 
payrolls 
in  the 
United 
States* 


112 

90 

68 

48 

49 

64 

72 

85 

93 

107 

102 

100 

91 


Cost  of 

living 
in  the 
United 
States5 


99 
95 
86 

77 
74 
78 
82 
84 
84 


87 


Pur- 
chasing I 
power  ol '» 
factory  jj 
payrolls  1 


113 

95 

79 

62 

66 

82 

89 

101 

111 

122 

116 

114 

105 


Table  B. — Prices  and  Price  Indexes  of  Illinois  Farm  Products 


Product 


Corn,  bu 

Oats,  bu 

Wheat,  bu 

Barley,  bu 

Hogs,  cwt 

Beef  cattle,  cwt.. 

Lambs,  cwt 

Milk  cows,  head.. 
Veal  calves,  cwt.. 

Sheep,  cwt 

Horses,  head .... 

Butterfat,  lb 

Milk,  cwt 

Eggs,  doz 

Chickens,  lb 

Wool,  lb 

Apples,  bu 

Hay,  ton 

Potatoes,  bu 


Prices 


December  average 


1910-14 


$       .52 
.37 

.92 

.63 

6.68 

5.84 

5.68 

54.00 

7.22 

4.06 

145.00 


1.87 
.29 
.10 
.19 
.97 
14.15 
.73 


1921-29 


.40 

1.22 

.62 

8.34 

7.88 

11.03 

73.00 

10.06 

5.87 

80.00 

.44 

2.34 

.47 

.19 

.34 

1.66 

13.12 

1.30 


Dec. 
1936 


$     .97 

.45 

1.18 

1.07 

9.60 

7.60 

8.10 

56.00 

9.10 

3.15 

111.00 

.32 

2.00 

.30 

.12 

.31 

1.50 

13.10 

1.25 


Nov. 
1937 


5     .42 

.26 

.83 

.64 

8.50 

8.40 

8.80 

62.00 

9.30 

3.75 

94.00 

.35 

2.05 

.26 

.17 

.29 

.65 

9.50 

.70 


Dec. 
1937 


$      .45 

.27 

.84 

.64 

7.80 

7.50 

8.40 

60.00 

9.10 

3.60 

95.00 

.37 

2.10 

.27 

.17 

.27 

.75 

10.00 

.80 


Illinois  index  of  farm  prices. 


Indexes:    same  month 
1921-1929  =  100 


Dec. 
1936 


143 

112 
97 

173 

115 
96 
73 
77 
90 
54 

139 
72 
86 
64 
63 
90 
91 

100 
96 

103 


Nov. 
1937 


63 
68 
70 

108 
98 

106 
83 
86 
91 
67 

113 
82 
88 
60 
90 
84 
43 
74 
56 
83 


Dec. 
1937 


66 

68 
88 

106 
94 
95 
76 
82 
90) 
61 

11Q 
84 
90 
57 
91 
79 
45 
76 
62 


'-'For  sources  of  data  in  tables  see  previous  page. 
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CURRENT  ECONOMIC  DISCUSSIONS  ON  THE  AIR 


The  following  special  Agricultural  Economics  broadcasts  are  a  part  of  the  programs  in 
Agriculture  and  Home  Economics  which  are  broadcast  regularly  by  the  College  of 
Agriculture.  The  Agricultural  Programs  are  daily  except  Saturday  at  12:30  to  1:00 
p.m.  The  Home  Economics  Programs  are  Monday,  Wednesday,  and  Friday,  10:02- 
10:15  A.M.,  Station  WILL,  580  Kilocycles. 

March    4 — Farm    Practices    That    Pay.     M.    L.    Mosher,    W.    A.    Herrington    and 
Emmett  Fruin. 

March  11 — Corn  Exports.    L.  J.  Norton  and  L.  H.  Simerl. 

March  18 — The  Current  Economic  Situation  as  It  Affects  the  Farmer.   G.  L.  Jordan 
and  J.  W.  Green. 

March  25 — Special   broadcast.    The   50th   Anniversary   of  the   Illinois   Agricultural 
Experiment   Station. 

April      1 — Farmers'  Intentions  for  1938.    P.  E.  Johnston  and  N.  O.  Thompson. 


LIVESTOCK  ON  FARMS,  JANUARY  1,  1938 

Numbers  of  livestock  on  farms  in  the  United  States  on  January  1,  1938  were 
not  greatly  different  from  those  of  a  year  earlier.  Reports  of  the  Crop  Reporting 
Hoard  of  the  Bureau  of  Agricultural  Economics,  U.S.D.A.,  indicate  larger  num- 
bers of  hogs  and  sheep,  and  smaller  numbers  of  horses,  mules,  cattle  and  chickens. 

Numbers  of  most  kinds  of  livestock  tend  to  move  in  cycles,  numbers  increas- 
ing successively  for  several  years  and  then  declining  over  a  period  of  time.  The 
length  of  these  cycles  varies  with  the  kind  of  livestock,  being  relatively  long  for 
cattle  and  relatively  short  for  hogs.  The  normal  cyclical  changes  were  severely 
affected  by  the  drouth  of  1934,  which  caused  heavy  liquidation  of  cattle  and  hogs 
and  to  a  less  extent,  of  sheep  (Fig.  1). 

Table  1. — Numbers  and  Value  of  Livestock  on  Farms,  United  States,  January  1,  1938 


Number 

(thousands) 

Change  from 

Jan.  1.  1937 

percent 

Farm  value 
per  head 

Total  farm  value 
(thousand  dollars) 

Horses 

11.163 

4.477 

65,930 

24,902 

4.923 

5,250 

52.918 

44,418 

387,251 

-2.5 
-2.1 
-0.8 
-0.4 
-0.8 
-0.6 
+0.6 
+3.4 
-7.9 

$  90.83 

122.43 

36.64 

54.45 

6.12 

11.21 
.76 

$  1,01 3,960 

Mules 

548,121 

All  cattle 

2,415,690 

Milk  cows  (2  yrs.  and  over) .  . 

1,355,926 

Milk  heifers  (1-2  yrs.) 

Heifer  calves 

All  sheep 

323,746 

All  hogs 

498,025 

Chickens 

292,650 

The  outlook  information  in   this  issue  is  based  upon  reports  issued  by  the  Hureau 

of  Agricultural   Economics,  U.S.D.A. — R.   C.   Ross,   Editor. 

Printed    in    furtherance    of    the    Agricultural    Extension    Act    approved    by    Congress    May    8,    1914.     H.    W. 

Mum kohli,  Director,  Extension  Service  in   Agriculture  and   Home  Economics,   University  of  Illinois 
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Livestock  on  farms  in  the  United  States  on  January  1,  1923-1938. 

Following  this  heavy  liquidation,  cattle  numbers  have  continued  to  decline  fo 
four  years  and  stand  now  at  88.5  percent  of  the  1934  peak.  Hog  numbers,  on  th 
other  hand,  have  increased  steadily  each  year  since  the  heavy  reduction  and  ar 
now  71.5  percent  of  the  1933  peak.  Sheep  numbers  were  less  affected  by  th 
drouth  of  1934  and  have  since  regained  about  half  of  the  reduction  at  that  time 
Numbers  of  milk  cows  have  followed  those  of  all  cattle,  except  the  extent  o 
change  has  been  less,  and  numbers  are  now  92.5  percent  of  the  1934  figure.  Mors 
and  mule  population  has  continued  to  decline  steadily  since  1918,  because  of  dis 
placement  by  mechanical  power.  Data  on  numbers  and  values  of  livestock  Januar 
1,  1938  are  given  in  Table  1. 

For  the  United  States  the  combined  value  of  horses,  mules,  cattle,  hogs  an 


Table  2. 


Numbers  and  Value  of  Livestock  on 
1937  and  19381 


Illinois  Farms,  January  1,  1936, 


Year 


1938 
1937 

1930 


1938 
I'M  7 
1930 


L938 

1937 
1936 


1938 
I'M  7 

1936 


Number 
thousands 


Value 
per  head 


Total  value 
1000  dollars 


70.* 
732 
739 


2,646 

2,6  20 

J, 700 


Horses 
$  93 
106 
105 

All  cattle 

$43.30 

41.00 

40.30 


$65,633 
77,526 
77,939 


$114,515 
107,479 

HIS. 60S 


I  leifere  I  -.'  yeare  for  milk 


214 
220 
200 


4,134 
4,053 

3,860 


Hogs  (including  pins) 

$13.00 

14.40 
14.60 


$56,236 
58,467 

56.31  1 


Year 


1938 
1937 
1936 


1938 
1937 
1936 


1038 
193  7 

1936 


1938 
1937 

1936 


Number 
thousands 


Value 

per  head 


Total  valui 
1000  dollar 


102 
108 

110 


Mules 
$111 
120 

111 


$1  1.328 
13,004 

12,567 


Milk  cows  (2  years  and  over) 

1,123         I       $  59             I  $<>'>.  !57 

1,1  lo                        55  63,030 

1,169                   53  61,951 

Sheep  and  lambs 

1,000           I        $      6.80         I  $   6.778 

922                       6.70  6.153 

071                          7.10  6.900 


21,645 

23,527 
22,841 


Chickens 

$       .83 

.66 

.80 


$17,965 
15,528 

18,2  73 


'Data  from  Bureau  <>t  Agricultural  Economics,  u.  S.  D.  A. 
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sheep  was  $4,799.5  millions  on  January  1,  1938,  or  slightly  less  than  the  $4,819.8 
millions  value  a  year  ago. 

The  trend  of  livestock  numbers  in  Illinois  from  January  1,  1937  to  January  1, 
1938  has  generally  been  in  the  same  direction  as  for  the  United  States,  altho  the 
extent  of  change  has  differed  somewhat.    (Table  2). 

During  the  past  year  numbers  of  hogs  on  Illinois  farms  increased  2  percent 
and  sheep  8  percent ;  all  cattle  increased  1  percent,  but  milk  cows  decreased  2 
percent;  horses  declined  4  percent,  mules  6  percent  and  chickens  8  percent. 
Values  of  Illinois  livestock  per  head  on  January  1  were  greater  than  those  for 
the  country  as  a  whole.  R,  Q  Ross 

CORN  EXPORTS 

For  the  first  time  since  1928-29  this  country  is  exporting  corn  in  volume  to 
foreign  countries.  Shipments  from  October  1  to  the  end  of  January  amounted  to 
fourteen  million  bushels.  This  is  a  very  small  amount  in  relation  to  the  1,667 
million  bushels  of  corn  on  farms  on  January  1,  1938;  nevertheless,  these  exports 
have  represented  an  important  market  factor  since  they  took  this  quantity  off  the 
cash  market  at  a  time  when  normal  demand  was  light.  It  is  expected  that  during 
the  winter  season  exports  will  continue  chiefly  from  ports  on  the  Gulf  of  Mexico, 
such  as  New  Orleans  and  Mobile,  and  after  the  Great  Lakes  are  open  to  naviga- 
tion, shipments  will  be  made  by  that  route  for  export  from  Montreal  and  other 
North  Atlantic  ports.  As  long  as  the  route  to  the  east  involves  the  necessity  of 
an  all-rail  shipment,  the  route  by  way  of  New  Orleans  or  Mobile  is  cheaper  for 
Illinois  corn.  As  soon,  however,  as  the  Great  Lakes  are  open  to  navigation,  that 
route  will  be  the  cheapest.  During  the  last  twenty  years  the  Straits  of  Mackinac 
between  Lakes  Michigan  and  Huron  have  opened  at  dates  ranging  from  April 
3  to  May  2. 

Corn  is  being  exported  because  American  corn  is  cheaper  and  more  available 
than  that  from  other  sources.  Argentine  supplies  were  reduced  by  heavy  ship- 
ments to  the  United  States  last  summer.  Southeastern  Europe  has  difficulty  in 
shipping  corn  at  this  season  because  of  high  moisture  content  and  poor  country 
roads.  American  supplies  are  abundant  and  relatively  cheap  and  we  have  trans- 
portation and  commercial  facilities  to  deliver  a  merchantable  commodity  at  this 
season. 

From  about  the  first  of  December  to  the  first  of  January  corn  prices  rose 
rather  rapidly  and  were  at  a  premium  at  St.  Louis.  This  rise  reflected  the  bidding 
by  exporters  for  corn  to  fill  sales.  When  the  price  rose  to  fifty  cents  per  bushel  at 
country  stations,  liberal  sales  were  made.  In  the  week  ending  December  14, 
receipts  at  primary  markets  amounted  to  twelve  million  bushels.  After  corn  prices 
declined,  receipts  fell  to  three  million  bushels  for  the  week  ending  January  27. 
This  illustrates  farmers'  reaction  to  prices  and  their  ability  to  hold  when  prices 
are  believed  to  be  unfavorable. 

Apparently,  the  movement  of  corn  was  so  large  that  congestion  developed. 
Embargoes  were  finally  put  into  effect  at  certain  points.  One  difficulty  in  export- 
ing corn  through  the  eastern  ports  or  the  Gulf  of  Mexico  is  the  necessity  of  dry- 
ing it  down  to  grade  Number  2.  This  limits  the  rate  of  movement  to  the  capacity 
oi  the  drying  equipment.  In  view  of  the  world  shortage  of  corn,  exports  will 
likely  continue  thruout  the  winter  within  the  limits  of  the  facilities. 

Since  1920-23,  when  exports  of  corn  were  large,  exports  in  any  volume  have 
been  rare  after  April  when  the  new  Argentine  corn  crop  becomes  available.  This 
year,  however,  such  exports  may  continue  into  the  late  spring  and  summer  months. 
The  new  crop  in  Argentine  is  expected  to  be  short,  supplies  in  this  country  are 
large  in  an  area  adjacent  to  Chicago,  and  the  relation  between   future  prices  of 
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corn  at  Chicago  and  at  Buenos  Aires  is  such  as  to  favor  exports  from  this  country 
after  the  new  crop  is  available  there. 

In  relation  to  livestock  numbers  corn  supplies  are  large  and  continuation  of 
export  outlets  will  be  helpful  from  the  market  standpoint.  While  supplies  on 
farms  on  January  1  were  estimated  at  190  million  bushels  less  than  in  1933  (the 
year  of  a  large  crop  and  of  12-15^  prices)  the  amount  available  per  hog  on  farms 
January  1  this  year  was  thirty-eight  bushels  of  corn  per  hog  compared  to  thirty 
bushels  in  1933. 

While  these  exports  are  directly  related  to  shortages  of  corn  in  foreign 
countries,  the  low  level  of  prices  here  has  stimulated  exports  of  corn  as  well  as 
of  certain  other  farm  products.  Since  early  in  November  the  average  price  of  a 
number  of  commodities  in  the  futures  market  has  been  about  stationary  at  the 
lowest  level  that  has  prevailed  since  our  price  level  became  adjusted  to  our  de- 
valued dollar  early  in  1935.  It  is  likely  that  the  increased  exports  of  corn  and 
other  farm  products  which  have  developed  at  this  price  level  is  responsible  for  this 
leveling  off  of  the  price  averages  during  the  past  four  months. 

L.  J.  Norton 

THE  IMPLICATIONS  OF  RECENT  MONEY  AND  CREDIT  DEVELOPMENTS1 

Farmers  are  primarily  interested  in  two  effects  of  monetary  and  credit 
developments.  The  first  is  their  influence  upon  prices,  and  the  second  upon  the 
availability  of  credit.  This  article  will  be  limited  to  the  monetary  and  credit 
developments  as  they  relate  to  prices. 

We  are  constantly  reminded  that  the  objective  of  the  Federal  government  is 
the  restoration  of  commodity  prices  to  the  1926  level.  Several  ways  and  means 
have  been  used  to  facilitate  this  rise  in  commodity  prices.  The  most  spectacular 
and  widely  publicized  of  these  have  been  connected  with  our  monetary  system. 
As  a  result,  there  is  a  wide-spread  belief  that  price  levels  can  be  largely  controlled 
through  control  of  our  banking  and  credit  systems.  Those  economists  and  stu- 
dents who  have  studied  the  monetary  developments  and  their  influence  consist- 
ently are  more  skeptical  than  is  the  general  public  concerning  the  possible 
accomplishments  through  banking  and  credit  manipulations  alone.  For  example] 
Federal  Reserve  Board  governor,  M.  S.  Szymczak,  asserted  recently,  "The  more 
one  surveys  monetary  history,  the  clearer  it  becomes  that  what  can  be  accomplished 
through  monetary  and  credit  measures  by  themselves  is  strictly  limited."  Never- 
theless, the  Federal  government  operating  largely  through  the  Federal  Reserve 
System  has  used  various  measures  in  the  last  few  years  in  attempts  to  control 
certain  price  levels  by  means  of  controls  of  money  and  credit. 

Credit  Controls.  As  a  result  of  the  rapid  increase  in  government  borrow 
ing  from  the  banks  of  the  country,  expenditures  of  these  funds  and  their  redeposit 
with  banks,  reserves  in  excess  of  those  required  to  safeguard  depositors  increased 
rapidly  during  1934  and  1935,  reaching  about  $3, 000,000,000  late  in  1935.  It  was 
during  this  period  that  many  of  us  were  discussing  the  matter  of  inflation.  It  was 
pointed  ont  for  example,  that  $3,000,000,000  in  excess  reserves,  with  the  reserve 
requirements  at  that  time,  would  permit  additional  loans  and  investments  by  the 
banking  system  of  approximately  $30,000,000,000,  which  was  considerably  more 
than  all  the  loans  and  investments  held  by  reporting  member  banks  at  that  time. 

The  large  amount  of  excess  reserves  and  the  impossibility  of  controlling  the 
lending  operations  of  reserve  member  banks  through  open-market  operations  ol 
the  reserve  banks  led  to  the  request   for  some  additional  and  more  effective  con- 
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trols  of  the  credit  system  in  order  to  prevent  a  runaway  inflation.  The  Federal 
Reserve  System  already  had  several  methods  of  control  available,  including 
changes  in  the  rediscount  rates  of  reserve  banks  and  open-market  operations  of 
the  reserve  banks.  The  President  of  the  United  States  also  had  authority  to  change 
the  price  of  gold  still  further.  The  Federal  government  and  the  Reserve  System 
had  had  for  many  years  the  power  to  influence  the  lending  of  member  banks 
through  moral  suasion ;  that  is,  through  an  attempt  to  influence  the  operations  of 
banks  by  written  or  spoken  words.  It  was  decided,  however,  in  1936  that  addi- 
tional controls  would  be  necessary  if  inflation  were  to  be  prevented,  so  a  law  was 
passed  authorizing  an  increase  in  the  reserve  requirements  of  banks.  For  many 
years  the  legal  reserve  requirements  of  our  banks  have  been  13  percent  for  banks 
in  central  reserve  cities,  10  percent  for  banks  in  reserve  cities,  7  percent  for 
country  banks,  and  3  percent  for  all  banks  on  time  deposits.  Fffective  August  15, 
1936,  this  rate  was  increased  by  50  percent.  Effective  March  1,  1937,  the  rate  was 
increased  by  another  25  percent  of  the  original  base,  and  finally  May  1,  1937,  the 
rates  were  increased  by  a  further  25  percent  so  that  the  total  increase  from 
August  15,  1936,  to  May  1,  1937,  was  100  percent.  The  rediscount  rate  of  the 
New  York  Federal  Reserve  Bank  had  been  reduced  to  \XA  percent  very  early  in 
1934,  and  maintained  at  that  figure  until  the  middle  of  1937.  At  that  time  it  was 
further  reduced  to  1  percent,  where  it  stands  today.  The  reserve  banks  themselves 
expanded  credit  greatly  from  the  middle  of  1931  until  the  early  part  of  1933. 
Some  contraction  occurred  thereafter,  particularly  during  the  first  half  of  1934, 
with  practically  no  change  since. 

Of  the  four  monetary  and  credit  control  measures  available,  two  have  been 
used  for  inflationary  or  price-raising  purposes  during  recent  years,  one  remained 
constant  during  the  last  three  years,  and  one  was  drastically  deflationary.  The 
devaluation  of  the  dollar  in  1934,  of  course,  was  inflationary.  The  lowering  of  the 
rediscount  rate  was  an  attempt  to  ease  the  credit  situation  and  induce  borrowing. 
The  amount  of  reserve  bank  credit  outstanding  remained  stable  so  had  neither  an 
intlationary  or  deflationary  effect,  but  the  increase  of  100  percent  in  the  reserve 
requirements  of  our  banks  was  quite  deflationary.  Since  the  latter  part  of  1936 
a  fifth  control  measure  has  been  used.  The  Secretary  of  the  Treasury  is  author- 
ized to  buy  gold  as  it  comes  into  the  United  States,  and  to  issue  interest-bearing 
obligations  of  the  Federal  government  for  this  gold.  This  is  a  process  known  as 
gold  sterilization.  It  means  that  the  gold  is  not  permitted  to  be  used  as  a  basis  of 
ank  credit  expansion,  as  it  would  be  if  gold  certificates  were  issued  to  the  Federal 

eserve  banks  and  they  were  used  as  a  basis  of  bank  credit.  This  inactive  gold 
fund  increased  rapidly  during  1937  to  something  like  one  and  one-third  billions. 
Pn  September  12,  1937,  however,  the  Secretary  of  the  Treasury  released  $300,- 

0,000  of  this  fund  in  order  to  attempt  to  offset  some  of  the  deflationary  effects 

f  the  100  percent  increase  in  reserve  requirements  of  banks.  In  February  1938 
indicated  that  only  receipts  of  gold  in  excess  of  $100,000,000  a  quarter  would 
placed  in  the  inactive  gold  fund.   This  last  move,  unless  the  policy  is  changed, 

ould  be  somewhat  inflationary. 

What  of  the  Future.  There  is  considerable  agitation  in  and  out  of  Con- 
ess  at  the  present  time  to  ease  the  monetary  situation.  There  is  a  widespread 
lief,  for  example,  that  increasing  the  reserve  requirements  of  banks  by  100 
rcent  was  too  drastic,  and  that  it  was  partially  instrumental  in  causing  the  recent 
all  in  commodity  prices  and  reduction  in  business  activity.  The  same  people  who 
re  asking  for  a  relaxation  of  these  requirements  are  also  suggesting  that  the 
ecretary  of  the  Treasury  release  all  or  most  of  the  inactive  gold  fund.  These 
uggestions  are  based  upon  the  theory  that  witli  an  easing  of  credit  on  the  part  of 
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commercial  hanks  borrowing  will  be  facilitated,  thai  credit  therefore  will  expand, 
and  with  the  increased  volume  of  credit  prices  will  once  more  start  upward,  and 
with  increased  prospects  for  profit  all  employers  will  increase  operations.  This 
will  reduce  unemployment  and  greatly  increase  the  income  of  individuals  and  also, 
incidentally,  of  the  Federal  government  through  the  taxation  of  the  increased 
income  of  businesses  and  individuals.  The  change  in  policy  relating  to  the  inactive 
gold  fund  doubtless  is  one  reaction  to  this  demand  for  easier  credit.  Certainly 
die  reserve  requirements  will  not  be  further  increased  during  the  coming  year; 
The  excess  reserves  are  now  considerably  above  a  billion  dollars  so  there  seems 
to  he  no  lack  of  available  funds  at  the  present  time  for  loaning  purposes.  The 
reserve  banks  themselves  are  in  a  position  to  increase  or  decrease  the  amount  of 
credit  they  have  outstanding.  They  have  recently  increased  somewhat  their  pur- 
chases of  securities.  So  long  as  the  demand  for  credit  does  not  increase  more 
rapidly  than  present  business  conditions  indicate,  the  rediscount  rate  of  the  Fed- 
eral Reserve  Bank  is  unlikely  to  be  increased  soon.  Neither  has  there  been  any 
indication  on  the  part  of  the  President  that  the  gold  content  of  the  dollar  will  be 
changed: — certainly  not  in  the  direction  of  further  deflation. 

Influence  of  Credit  on  Prices.  Because  there  is  a  tendency  for  prices  to  ■ 
rise  at  the  same  time  that  credit  expands,  and  for  prices  to  fall  at  the  same  time 
that  credit  contracts,  there  is  a  widespread  belief  that  prices  depend  upon  the 
volume  of  money  or  credit  available.  We  all  know,  for  example,  that  if  our 
income  were  twice  as  large  as  it  is  today  we  would  spend  twice  as  much  money. 
We  might  not  spend  twice  as  much  for  food,  but  we  might  spend  more  than 
twice  as  much  for  an  automobile  or  a  residence  or  something  of  that  sort.  This 
belief  that  prices  depend  upon  the  amount  of  money  and  credit  available  leads  to 
the  agitation  for  increased  money  and  increased  credit,  largely  because  most 
people  are  happier  and  more  work  is  available  when  prices  are  increasing.  It  has 
been  very  definitely  shown  that  the  actual  purchasing  power  of  many  classes  of 
people,  including  industrial  workers,  salaried  workers  and  bond  holders,  decreases 
during  the  periods  of  rapidly  rising"  prices.  But  at  least  more  people  have  work 
and  the  optimism  of  the  employers  is  somewhat  contagious. 

Let  us  see  how  prices  behaved  in  relation  to  credit  in  the  past.  During  the 
period  1923  to  1929,  inclusive,  credit  expanded  greatly  in  the  United  States,  hut 
for  what  purpose  was  this  credit  used?  Stock  prices  headed  for  the  celestial 
regions.  Bond  prices  made  two  big  advances,  one  earl}-  in  1924  and  the  other  late 
in  1926  and  early  1927.  A  very  large  amount  of  credit  was  used  to  finance  land 
and  building  purchases  and  construction  between  1(>24  and  1(>28.  Commodity 
prices  declined.  During  1930,  1931,  and  1932  prices  of  all  kinds  declined,  and 
credit  contracted  greatly.  Since  1933,  credit  has  expanded  and  prices  have  in- 
creased, 'flic  theoretical  question  always  rises,  did  prices  increase  because  credit 
expanded,  or  did  credit  expand  because  prices  increased?  Volumes  have  been 
written  on  this  subject.  It  is  the  writer's  opinion  that  one  interacts  with  the  other, 
but  that  there  is  a  tendency  for  credit  expansion  to  be  governed  by  the  outlook  for 
profit  which  may  be  initiated  and  sustained  by  increasing  prices.  On  the  other 
hand,  credit  restrictions  can  very  definitely  force  a  reduction  in  prices  because  ol 
the  necessity  to  sell  goods  to  obtain  funds  to  pay  off  loans.  It  is  possible,  for 
example,  that  the  drastic  increase  in  reserve  requirements  of  our  hanks  that  was 
initiated  late  in  1936  brought  about  a  sale  of  securities  by  hanks.  Credence  is  lent 
to  this  suggestion  by  the  fact  that  one  of  the  first  indicators  to  turn  down  was  tin 
investments  of  member  hanks.  The  sale  of  bonds  by  banking  systems  naturall) 
would  have  a  depressing  influence  upon  the  stock  market,  ami  it  may  he  that  tin 
restriction  of  credit,  therefore,  was  one  of  the  causes,  hut  not  necessarily  the  most! 
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important  cause,  that  initiated  the  recent  drastic  decline  in  stock  prices  and  busi- 
ness activity.  If  that  were  true,  it  does  not  mean,  however,  that  making  credit 
easy  will  as  promptly  reverse  the  trend.  One  would  expect  increased  purchases  of 
bonds  by  the  banking  systems  in  order  to  make  good  use  of  their  reserves,  would 
also  increase  the  demand  for  interest  bearing  stocks,  particularly  if  the  supply  of 
bonds  purchased  by  the  banks  were  not  new  government  issues  but  were  bought 
from  the  general  public.  Increasing  stock  prices  indicate  an  optimistic  outlook  and 
encourage  greater  industrial  production,  and  more  employment,  and  thereby  help 
the  situation  in  every  way. 

As  a  final  thought,  I  would  like  to  discuss  very  briefly  the  gold  situation.  The 
world  output  of  gold  has  increased  very  rapidly  since  the  depression  started.  A 
very  large  fraction  of  this  production  has  reached  the  United  States,  but  England 
and  the  Netherlands,  and  to  a  certain  extent  some  other  countries,  have  increased 
their  gold  holdings  recently.  If  it  were  not  for  the  fact  that  a  number  of  countries, 
including  Germany  and  Italy,  still  need  quite  a  large  sum  of  gold  to  use  as  ade- 
quate reserves  for  their  banking  and  currency  systems,  the  writer  would  be  in- 
clined to  agree  with  Warren  and  Pearson  in  their  most  recent  book,  "World 
Prices  and  the  Building  Industry,"  that  the  outlook  for  increased  prices  during  the 
coming  years  is  very  bright.  Conditions  seem  to  be  improving  slightly  in  the  world 
as  a  whole,  our  foreign  trade  is  increasing  a  little,  and  world  prices  on  the  average 
turned  upward  in  1937.  This  would  seem  to  indicate  that  the  direction  of  least 
resistance  is  upward  and  if  some  of  our  excess  gold  could  be  distributed  to  the 
countries  that  badly  need  it,  in  the  writer's  opinion  world  prices  would  continue 
to  increase  in  terms  of  gold.  Inasmuch  as  our  monetary  system  is  tied  to  gold,  an 
increase  in  world  prices  would  be  reflected  directly  in  the  prices  of  a  number  of 
our  commodities,  particularly  those  which  we  export  such  as  wheat  and  cotton, 
and  eventually  be  diffused  to  other  commodities. 

Nothing  has  been  said  about  government  borrowing  and  government  debt. 
If  the  government  continues  to  operate  in  the  red  and  borrows  from  the  banks 
(by  selling  them  government  obligations)  new  purchasing  power  will  be  created. 
This  would  have  a  tendency  to  support  incomes  and  prices  as  it  has  during  the 
last  five  years.  If,  on  the  other  hand,  social  security  taxes  are  used  to  meet  ex- 
penses in  excess  of  receipts  from  other  sources,  no  new  borrowing  would  be 
necessary  and  no  inflationary  implications  would  exist  from  this  source.  Present 
'indications  are  that  the  latter  method  will  be  followed.  When  debt  reduction  takes 
place,  there  will  be  a  transfer  of  funds  out  of  the  pockets  of  tax  payers  to 
e  holders  of  government  bonds  which  today  consist  largely  of  banks,  insurance 
mpanies  and  similar  financial  institutions.  President  Roosevelt  has  indicated 
at  the  budget  will  not  be  balanced  this  year  or  next,  so  that  item  must  still  be 
jconsidered  as  having  an  inflationary  influence. 

G.  L.  Jordan 
ei— 
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'^Original  data  for  Tables  A  and  B  were  obtained  from  the  following  sources:  (I)  Bureau  of  Agri- 
ultural  Economics,  U.S.I). A.  Beginning  with  January,  1936,  cash  income  to  Illinois  farmers  includes  the 
evised  estimates  of  the  Bureau;  (2)  Illinois  Crop  Reporting  Service,  Illinois  State  Department  of  Agricul- 
ure,  and  U.  S.  Department  of  Agriculture,  cooperating;  (3)  Monthly  data  include  an  average  of  current 
tonth  with  eleven  preceding  months;  (4)  Federal  Reserve  Board;  (5)  National  Industrial  Conference 
Soard.    For  explanations  of  computations,  see  Number  2,  July,   1935. 


Table 

A.     Indexes  of  Business  Conditions,  Same 

Month, 

1921-1929  =   100 

Whole- 
sale 
prices  of 
all  com- 
modities 
(U.  S.)> 

Farm 

prices 

Cash  income  to 
Illinois  farmers 

Prices 
paid  by 
farmers 
for  com- 
modities 
bought 
(U.  S.)> 

Pur- 
chasing 
power  of 
income  to 
Illinois 
farmers 

Factory 
payrolls 
in  the 
United 
States* 

Cost  of 
living 
in  the 
United 
States' 

Pur- 

Illinois' 

United 
States' 

Millions1 

Indexes' 

factory 
payrolls 

1929 

97 

109 

103 

3548.6 

108 

100 

108 

112 

99 

113 

1930 

88 

95 

89 

459.7 

91 

96 

95 

91 

96 

95 

1931 

74 

65 

61 

309 . 5 

61 

82 

74 

69 

86 

80 

1932 

66 

44 

46 

228.7 

45 

71 

63 

48 

77 

62 

1933 

67 

47 

49 

276.7 

55 

70 

79 

51 

74 

69 

1934 

76 

64 

64 

312.7 

62 

80 

77 

64 

78 

82 

1935 

82 

88 

76 

378.1 

75 

82 

91 

73 

82 

89 

1936 

82 

91 

80 

453 . 1 

90 

81 

111 

85 

84 

101 

1937 

88 

102 

86 

472.8 

93 

85 

109 

101 

87 

116 

Jan.,  1937...  . 

86 

106 

91 

41.5 

91 

84 

108 

97 

85 

114 

Oct.,  1937.... 

85 

90 

78 

34.4 

97 

84 

115 

100 

88 

114 

Nov.,  1937.  .  . 

85 

83 

75 

36.3 

96 

84 

114 

91 

87 

105 

Dec,  1937.  .  . 

84 

79 

72 

33 .  2 

93 

83 

112 

82 

87 

94 

Jan.,  1938.  .  .  . 

81 

79 

71 

83 

76 

86 

88 

Table  B. — Prices  and  Price  Indexes  of  Illinois  Farm  Products 


Product 


Corn,  bu 

Oats,  bu 

Wheat,  bu 

Barley,  bu 

Hogs,  cwt 

Beef  Cattle,  cwt. 

Lambs,  cwt 

Milk  cows,   head 
Veal  calves,  cwt. 

Sheep,  cwt 

Horses,  head .... 

Butterfat,  lb 

Milk,  cwt 

Eggs,  doz 

Chickens,  II) 

Wool,  lb 

Apples,  bu 

Hay,  ton 

Potatoes,  bu 


Prices 


January  average 


1910-14 


$     .52 

.37 

.94 

.62 

7.18 

5.46 

5.88 

53 .  00 

7.10 

4.20 

150.00 


1.84 
.28 
.10 

.21 

1.17 

13.58 

.75 


1921-29 


5     .67 

.42 

1.32 

.64 

8.66 

7.45 

11.17 

70.00 

10.37 

6.07 

83 .  00 

.44 

2.38 

.39 

.20 

.32 

1.78 

14.47 

1.30 


Jan. 
1937 


1 


.02 

.50 

1.28 

1.09 

9.90 

8.00 

8.90 

60.00 

10.60 

4.00 

114.00 

.33 

2.00 

.21 

.14 

.33 

1.45 

13.60 

1.35 


Dec. 
1937 


5     .45 

.27 

.84 

.64 

7.80 

7.50 

8.40 

60.00 

9.10 

3.60 

95.00 

.37 

2.10 

.27 

.17 

.27 

.75 

10.00 

.80 


Jan. 
1938 


5     .49 

.28 

.89 

.68 

7.90 

7.10 

7.80 

61.00 

9.60 

3 .  50 

96.00 

.31 

2.05 

.21 

.18 

.27 

.80 

9.90 

.80 


Illinois  index  of  farm  prices. 


Indexes 
1921- 


:   same  month 
1929  =  100 


Jan. 
1937 


152 
119 

97 

170 

114 

107 

80 

86 

102 

66 

137 

75 

84 

54 

67 

104 

82 

94 

104 

106 


Dec. 
1937 


66 
68 
69 

106 
94 

95 

76 
82 
90 
61 
119 
84 
90 
57 
91 
7<> 
45 
76 
62 
79 


Jan. 
1938 


73 

67 

67 
106 

91 

95 

70 

87     ! 

93 

58 
116 

71 

86 

53 

87 

85 
15 
68 
62 
79 


'-'For  sources  of  data  in  tables  see  previous  page. 
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Illinois  Farm  Economics 

Department  of  Agricultural  Economics,  College  of  Agriculture  and  Agricultural  Experi- 
ment Station,  in  cooperation  with  the  Extension  Service  in  Agriculture 
and  Home  Economics,  University  of  Illinois 

Urbana  March  and  April,  1938  Numbers  34  and  35 


CURRENT  ECONOMIC   DISCUSSIONS    ON   THE   AIR 


The  following  special  Agricultural  Economics  broadcasts  arc  a  part  of  the  programs  in 
Agriculture  and  Home  Economics  which  are  broadcast  regularly  by  the  College  of 
Agriculture.  The  Agricultural  Programs  arc  daily  except  Saturday  at  12:30  to  1:00 
P.M.  The  Home  Economics  Programs  are  Monday,  Wednesday,  and  Friday,  10:02- 
10:15  a.m.,  Station  WILL,  580  Kilocycles. 

April  22 — "How    Farm    Costs    Have    Changed   in    the    Last    Twenty-Five    Years" — 
R.   H.   Wilcox,  G.   F.   Toben. 

April  29 — "Needed  Rural  Services" — D.  E.  Lindstrom,  E.  H.  Regnier. 

May     6 — "Relationship  Between  Prices  of  Fluid  Milk  and  Prices  of  Manufactured 
Dairy  Products" — R.  W.  Bartlett  and  H.  A.  Ruehe. 

May  13 — "The     Farm     Family    Studies    the     Financial     Record" — M.     L.    Mosher, 
Mrs.  Ruth  Goosey,  F.  A.  Painter,  J.  B.  Cunningham. 

May  20 — "The     Current     Economic     Situation     as      It     Affects     the      Farmer" — 
E.  J.  Working. 

May  27— "Cost  of  Producing  Milk"— R.  H.  Wilcox  and  E.  B.  Colegrove. 


PHASES  IN  THE  AGRICULTURAL  SITUATION 

Business  Conditions.  The  general  business  situation  remains  depressed 
and  uncertain.  The  drastic  decline  of  business  activity  in  the  last  four  months  of 
1937  has  flattened  out  and  the  first  quarter  of  1938  has  registered  further  slight 
declines  in  business  activity  and  prices.  The  seasonal  improvement  which  was 
anticipated  with  the  opening  of  spring  has  so  far  failed  to  materialize,  further 
reducing  morale  and  increasing  unemployment. 

The  situation  is  affecting  agriculture  in  reducing  the  demand  for  farm 
products  and  in  weakening  the  price  structure.  Estimated  farm  income  from 
farm  marketings  in  January  was  6  percent  below  January,  1937,  and  in  February 
was  9i/4  percent  below  February,  1937.  The  rate  of  marketing  of  grains  has  been 
slowed  down  as  indicated  by  the  larger  than  usual  stocks  on  farms. 

Despite  the  unfavorable  factors  in  the  situation,  both  farm  prices  and  the 
norale  of  farmers  are  in  strong  position  as  compared  to  1932.  Except  for  cotton, 
:rop  surpluses  are  not  burdensome,  altho  the  outlook  for  wheat  is  none  too 
>romising;  the  banking  situation  is  sound;  agricultural  credit  is  ample,  and  the 
nachinery  is  in  operation  to  avoid  the  severe  maladjustments  of  the  past  few  years. 
Activity  in  many  lines  of  business  is  unsatisfactory.  Profits  of  2,280  corpora- 
lions,  as  reported  by  the  National  City  Rank  of  New  York,  were  $3,505  millions 
ijn  1937,  compared  with  $3,747  millions  in  1936,  or  a  return  of  6.7  percent  on  net 
vorth  in  1937,  compared  with  7.3  percent  in  1936.  Lines  of  business  showing  the 
>etter  returns  in  1937  were  confectionery  and  beverages,  office  equipment,  auto- 

The  outlook  information  in  this  issue  is  based  upon   reports  issued  by  the   Bureau 

of   Agricultural    Economics,    U.S.D.A. — R.    C.    Ross,    Editor. 

'rinterl    in    furtherance    of    the    Agricultural    Extension    Act    approved    by    Congress    May    8,    1914.     H.    W. 

Mum fori>,  Director,  Extension   Service   in   Agriculture  and   Home   Economics,   University  of  Illinois 


mobiles  and  accessories,  drugs  and  sundries,  sales  finance  companies,  machinery, 
chemicals,  electrical  equipment,  liquors,  merchandise  chain  stores  (other  than 
food),  and  hardware  and  tools.  Among  those  showing  the  poorer  returns  were 
construction,  cotton  goods,  woolen  goods,  meat  packing,  restaurant  chains,  Class 
I  railways,  traction  and  bus  lines,  fire  and  casualty  insurance  companies,  coal 
mining,  investment  trusts,  department  stores,  chain  food  stores  and  ice  and  cold 
storage  companies. 

Business  earnings  for  1937  average  out  the  favorable  period  in  the  spring 
and  the  slump  in  the  closing  months.  Earnings  for  the  first  quarter  of  1938  will 
doubtless  be  much  less  favorable.  The  huge  governmental  spending  program 
which  has  recently  been  proposed,  if  adopted,  will  add  a  stimulus  to  business] 
increase  employment,  and  indirectly  will  strengthen  the  domestic  demand  for 
farm  products. 

Planting  Intentions  for  1938.  Planting  time  is  a  time  of  optimism  despite 
the  uncertainties  of  climatic  hazards  of  an  unusual  spring  and  of  future  prices  of 
the  products  grown.  Farmers'  intentions  of  planting  spring  crops  as  announced  by 
the  Crop  Reporting  Board  of  the  Bureau  of  Agricultural  Economics  for  the 
country  as  a  whole  and  for  Illinois  is  indicated  in  the  following  table,  in  com- 
parison with  recent  years. 

United  States  Planted  Acreages 


Items 

1935 

1936 

1937 

Indicated 
1938 

1938  as 

percent  of 

1937 

Thousand  acres 

98,372 

22,143 

40,690 

13,140 

2,392 

11,232 

3,592 

1,437 

6,640 

2,319 

55,647 

8,273 
26 

3,916 
80 

2,858 

2,270 
247 

100,599 

23,959 

39,117 

12,121 

2,548 

9,153 

3,191 

1,437 

5,811 

3,176 

57,289 

9,360 

34 

3,641 

103 
2,943 
1,887 

181 

96,483 

23,750 

37,101 

11,570 

1,302 

8.377 

3,216 

1,706 

6,139 

3,448 

54,792 

9,451 

41 

3,671 

135 
2,487 
2,151 

165 

94,595 

22,282 

36,333 

10,947 

1,112 

8,826 

3,102 

1.784 

5,906 

3,464 

57.000 

9.167 

33 

3,671 

148 
2,826 
1 .893 

157 

98.0 

93.8 

Oats 

97.9 

94.6 

85.4 

105.4 

96.4 

104.6 

96.2 

100.5 

104.0 

Illinois 

97 

80 

Oats 

100 

110 

114 

88 

95 

1  low  closely  will  actual  plantings  in  Illinois  conform  to  these  indications  as  of 
March  1  ?  Since  that  date  the  goals  have  been  set  up  under  the  Agricultural 
Adjustment  Act.  The  corn  acreage  goal  of  7,348,396  acres  for  Illinois  indicates  a 
marked  reduction  from  the  1937  figures  if  a  high  percentage  of  compliance  is 
attained.  The  prolonged  wet  weather  in  the  first  half  of  April  will  doubtless 
reduce  the  acreage  of  oats  and  increase  that  of  soybeans.  Winter  killing  of  wheat 
and  clover  was  less  than  usual,  and  little  emergency  planting  will  be  required. 

Wheat  Prospects.  Winter  wheat  prospects  indicate  a  crop  for  harvest  in 
1938  about  40  million  bushels  larger  than  that  of  1937.  Abandonment  this  year 
was  less  than  usual ;  the  present  prospect  is  49.9  million  acres  for  harvest  and  a 
total  production  of  725,707,000  bushels  of  winter  wheat.  The  carryover  of  old 
wheat  on  July  1  of  this  year  is  estimated  at  about  200  million  bushels.  The  spring 
wheat  crop  was  estimated  on  the  basis  of  March  1  intentions  to  plant  at  22,282,00f 
acres.    Should  this  planting  materialize  and  a  normal  season  follow,  an  average 
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spring  wheat  crop  of  200  million  bushels  is  entirely  likely,  making  possible  a  total 
wheat  crop  for  this  year  of  about  925  million  bushels  and  a  visible  supply  on 
July  1  of  1,125  million  bushels.  The  spring  crop  last  year  was  188,891,000  bushels 
on  17,514,000  acres.  Hazards  of  various  kinds  obviously  can  materially  reduce 
present  estimates  of  production  before  harvest  time.  Should  these  estimates  be 
attained,  however,  the  country  would  be  faced  with  a  large  surplus  of  wheat  and  a 
weak  foreign  demand  which  has  absorbed  the  1937  surplus  much  more  slowly 
than  had  been  hoped  for. 

Estimated  production  of  winter  wheat  in  important  producing  states  in  com- 
parison with  production  for  the  ten-year  average,  1927-36,  and  for  1937  follows: 


Average 
1927-36 

1937 

Estimated, 
1938 

Average 
1927-36 

1937 

Estimated, 
1938 

Thousand  bushels 

Thousand  bushels 

United  States 

546,396 

133,463 

44,015 

46,400 

34,585 

685,102 

158,040 

65,462 

45,654 

46.056 

725,707 

174,460 

71,508 

61,373 

48,220 

31,588 
29,984 
21,576 
27,694 

45,150 
41,690 
41,097 
34,592 

40,244 

Kansas 

Texas 

Missouri 

39,862 
37,940 

34,408 

Ohio 

Grain  Stocks  on  Farms.  Grain  stocks  on  farms  of  the  United  States  on 
April  1  were  much  above  the  short  stocks  a  year  ago  and  somewhat  higher  than 
the  ten-year  average,  1927-36.  In  Illinois  the  stocks  of  grains  are  larger  relatively 
than  for  the  whole  country.  Corn  stocks  exceed  the  ten-year  average  by  83 
percent,  wheat  by  48  percent,  and  oats  by  61  percent. 


Grain  Stocks  on  Farms  on  April  l1 

United  States 

Average  1927-36 

1937 

1938 

Thousand  bushels 

Corn 

Wheat 

793,082 
124,056 
379,097 

409,074 

71,463 

286,301 

1,067,678 
124,883 

Oats 

415,737 

Illinois 

128,832 

4,024 

39,307 

59,378 

2,004 

32,871 

235,327 

!    Wheat 

5,944 

Oats 

63,261 

■From 

Bureau  of  Agricultural  Econom 

cs. 

Cattle  on  Feed.  Cattle  on  feed  in  the  eleven  Cornbelt  states  on  April  1, 
was  estimated  by  the  Bureau  of  Agricultural  Economics  as  20  percent  or 
200,000  head  larger  than  a  year  ago.  The  number  on  feed  this  year,  however, 
is  smaller  than  for  most  years  prior  to  the  heavy  liquidation  in  1934. 

Prospective  marketings  of  these  cattle  indicate  light  marketing  in  the  period 
April  thru  June,  and  heavier  than  usual  marketing  in  late  summer.  This  attitude 
m  marketing  reflects  the  lower  prices  on  fed  cattle  and  the  abundant  supplies 
md  low  prices  of  grains. 

Cold  Storage  Holdings.  Cold  storage  holdings  on  April  1  represented  a 
avorable  situation  for  producers  of  meats  and  lard,  but  unfavorable  for  pro- 
lucers  of  fruits,  dairy  products,  and  eggs.  Holdings  of  important  food  products 
or  the  average  of  the  five-year  period,  1933-37,  for  last  year  and  for  this  year 
ire  listed  below.  Meat  products  are  considerably  below  the  five-year  average,  the 
eductions  being  as  follows:  lard,  4  percent;  pork,  12.5  percent;  beef,  38.5  per- 
ent ;  and  poultry,  5  percent.    Holdings  a  year  ago  were  much  higher  than  the 
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Cold  Storage  Holdings1 


Apples 

Frozen  fruits 

Frozen  vegetables . 
Butter,  creamery. 

Cheese 

ICkrs,  shell 

Kggs,  frozen 

Frozen  poultry. . .  . 

Beef»    

Pork-' 

Lard 


Unit 

April  1,  1 933-3  7 

April  1,  1937 

April  1,  1938 

thousands 

thousands 

thousands 

bushels 

8,334 

7,360 

12,060 

pounds 

52,978 

48,284 

98,833 

1"  uinds 

8,404 

23,792 

pounds 

8,399 

6,700 

14,310 

pounds 

66,596 

85,216 

77,141 

cases 

1,354 

1,413 

1,294 

i  ase  equivalent 

1,270 

1,516 

2,735 

pounds 

H3.002 

120,328 

78.725 

pounds 

82,076 

142,691 

50,468 

pounds 

620,147 

755,777 

543,4(17 

pi  muds 

126,885 

217,227 

121,413 

'Data  from  Bureau  of  Agricultural  Economics.    'Includes  frozen,  cured  and  in  process  of  cum-. 

five-year  average,  hence  the  reductions  from  last  year's  position  are  relatively 
greater.  In  the  face  of  restricted  demand,  low  storage  holdings  are  a  source  of 
strength  to  current  marketing. 

Holdings  of  apples  on  the  other  hand  are  44  percent  above  the  five-year 
average, — a  result  of  the  very  large  crop  last  year.  Apples,  of  course,  cannot  be 
carried  over  to  the  next  year,  as  can  frozen  fruits  and  vegetables,  which  are 
becoming  more  important  in  the  markets.  Storage  stocks  of  creamery  butter, 
cheese  and  eggs  are  70  percent,  16  percent,  and  53  percent  respectively  above  the 
five-year  averages.  The  volume  of  these  holdings  is  influenced  both  by  abundant 
i^td  supplies  and  a  mild  winter,  which  kept  up  current  production,  and  by  the 
decreased  consumer  demand  of  recent  months.  ]{    Q  Ross 

ARGENTINE  CORN  CROPS  AND  EXPORTS  OF  UNITED  STATES  CORN 

During  the  last  10  years  Argentina  has  produced  an  average  of  330  million 
bushels  of  corn  annually.  The  crops  have  varied  from  252  millions  harvested  in 
1929  to  452  millions  in  1935.  During  this  same  10-year  period  exports  have 
averaged  265  million  bushels  and  these  have  ranged  from  209  to  352  million 
bushels  annually. 

The  1938  crop  now  being  harvested  has  been  estimated  by  the  resident 
observer  of  the  United  States  Department  of  Agriculture  in  Argentina  at  177 
million  bushels.  The  annual  amount  used  at  home  (the  difference  between  average 
production  and  exports)  has  averaged  65  million  bushels  for  the  last  10  years.- 
Last  year  they  apparently  consumed  a  larger  amount  because  of  dry  weather 
which  made  necessary  additional  feeding.  If  home  consumption  during  the  next 
year  is  as  much  as  the  average  consumed  in  the  last  ten,  only  110  million  bushels 
will  be  available  for  export  or  155  millions  less  than  average  and  about  100 
millions  less  than  the  low  year  for  the  period. 

This  means  that  exports  of  United  States  corn  which  have  totaled  between 
35  and  40  millions  since  harvest  last  fall  will  continue.  Lxports  might  easily 
total  100  million  bushels  during  the  next  12  months.  Our  prices  are  in  line  and 
the  quality  of  the  1937  crop  excellent.  After  the  Great  Lakes  open  up — which 
will  be  in  the  near  future  movement  will  be  made  easy  by  the  adequate  facilities 
along  the  Great  Lakes-North  Atlantic  route.  \e\t  fall  it  will  be  easy  for  the 
grain  trade  to  move  corn  to  elevators  close  to  the  Atlantic  ports  so  that  corn  may 
be  exported  next  winter  with  less  difficulty  than  was  experienced  during  the  past 
winter  when  exports  had  to  come  out  of  the  new  1937  crop  to  a  large  extent  and 
to  move  out  by  the  ports  on  the  Gulf  of  .Mexico,  where  facilities  are  less  adequate 

The  larger  tin-  exports,  the  smaller  the  carryover  will  be  next  October.  Ir 
spite  of  larger  exports  this  carryover  is  likely  to  be  large.  p    J    Norton 
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HIGH    MARKET    MILK   PRICES    REDUCE    MILK    CONSUMPTION 

A  major  problem  in  the  market  milk  industry  is  how  to  increase  consumption 
of  milk.  To  dairymen,  increased  milk  consumption  means  higher  incomes;  to 
consumers,  a  more  adequate  diet;  and  to  distributors,  an  increase  in  sales  means 
lower  unit  costs  if  these  sales  are  handled  by  dealers  now  in  business. 

Studies  of  changes  in  retail  milk  prices  (corrected  for  changes  in  consumers' 
income)  in  51  cities  and  changes  in  the  estimated  per  capita  consumption  of  milk 
in  the  United  States  from  1930  to  1936  indicate  that  an  increase  in  milk  price  is 
followed  within  about  a  year  by  a  decrease  in  consumption,  while  after  a  year's 
interval  milk  consumption  increases  as  milk  prices  decline. 

Consumers'  income  declined  more  rapidly  than  retail  milk  prices  from  1930  to 
1933.  Hence,  when  corrected  for  changes  in  consumers'  income,  milk  prices  in 
1933  were  substantially  higher  than  in  1930  (Fig.  1).    Thus,  in  1933,  retail  milk 
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Fig.  1. — Average  Retail  Prices  for  Market  Milk  in  51  Cities 
Indexes    of    Consumers'    Income    (Other   Than    Agriculture)    Available    for    Milk    and 

I  Other    Goods,1   and    Retail    Prices    for    Market    Milk    Adjusted    for    Changes    in    Consumer 
purchasing   Power. 

'From   U.   S.    Bureau   of  Labor   Statistics. 


rices  actually  declined  to  10.6  cents  per  quart,  but  had  they  declined  as  much  as 
consumers'  income,  the  average  retail  price  for  1933  would  have  been  8.6  cents 
(61.4  percent  X  14.0  cents)  per  quart. 

Retail  milk  prices  were  adjusted  for  changes  in  consumers'  purchasing  power. 

This  was  done  by  dividing  each  annual  price  by  the  index  of  consumers'  income 

and  multiplying  by  100.    For  example,  the  1933  retail  milk  price  was  10.6  cents, 

while  consumers'  purchasing  power  was  61.4  percent  of  that  of  1930.    This  made 

he   10.6  cent  price   for  milk  equivalent  to  a  price  of   17.3  cents  in   relation  to 

onsumers'  income  in  that  year.  (10.6-^61.4  X  100=  17.3  cents). 

From  1933  to  1937,  consumers'  income  increased  faster  than  retail  milk  prices, 
so  that  in  1937  the  price  of  milk,  adjusted  for  changes  in  consumers'  income,  had 
ecreased  to  an  equivalent  of   13.7  cents  per  quart    (Fig.    1).    What  effect   did 
hese  changes  in  milk  prices  have  upon  per  capita  consumption  of  market  milk? 

A  comparison  of  the  estimated  annual  per  capita  consumption  of  whole  milk 
n  the  United  States  and  retail  prices  (adjusted  for  changes  in  consumers' 
urchasing  power)   indicates  that: 

1.  The  low  point  of  per  capita  consumption  was  readied  one  year  later  than 
he  high  point  in  milk  prices;  and 
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2.  From  1930  to  1936,  after  allowing  for  a  delay  of  one  year  for  adjustments 
in  consumption  because  of  price  changes,  the  estimated  per  capita  consumption 
of  milk  decreased  when  milk  prices  were  increasing,  and  increased  when  milk 
prices  were  declining.1    (Fig.  2). 


Fig.  2. — Average  Retail  Prices  of  Market  Milk  (Adjusted)  Compared  with  Per  Capitj 
Consumption1  of  Milk  in  the  United  States,  1930  to  1936 

•From    Estimated    Yearly    Changes    in    Fluid    Milk    and    Cream    Consumption    in    Cities    and    Villages, 
U.   S.    Bureau  of  Agricultural   Economics,   February,    1938,   page    11,   Table   4. 


Thus,  from  1930  to  1933,  milk  prices  in  relation  to  consumers'  income  in- 
creased from  14.0  cents  to  the  equivalent  of  17.3  cents  per  quart,  while  from  1930 
to  1934  estimated  consumption  of  milk  decreased  from  33.2  gallons  to  29.3 
gallons  per  person.  With  the  increase  in  consumers'  income  beginning  in  1933, 
the  equivalent  price  of  milk  in  relation  to  consumers'  income  decreased  from  17.3 
cents  in  1933  to  14.4  cents  per  quart  in  1936,  while  milk  consumption  increased 
from  29.3  gallons  in  1934  to  31.2  gallons  per  person  in  1936. 

High  Market  Milk  Prices  Encourage  Canned  Milk  Consumption.  The 
apparent  consumption  of  evaporated  and  condensed  milk  in  the  United  State! 
increased  from  11.4  pounds  annually  per  person  in  1921  to  17.8  pounds  in  1937 
(Fig.  3).  While  factors  such  as  improved  quality,  advertising,  and  increased  use 
as  a  baby  food,  probably  have  had  some  influence,  the  major  cause  foj 
increased  consumption  of  concentrated  milk  may  be  attributed  to  the  relative 
cheapness  of  this  product  as  compared  with  market  milk.2  In  1921  a  housewife 
paid  only  2.0  cents  more  for  a  quart  of  market  milk  than  for  a  141/2  ounce  can 
of  evaporated  milk,  while  by  1937  this  price  spread  had  increased  to  an  average  of 
4.9  cents.  In  March,  1938,  the  price  spread  between  market  milk  and  evaporated 
milk  had  increased  to  5.3  cents  per  unit. 

Changes  in  price  spread  and  consumption  of  evaporated  and  condensed  milk 
which  occurred  from  1921  to  1930  may  be  summarized  as  follows: 


la 


Changes  in  the  Price  Spread 


Changes  in  Consumption  of  Evaporated 
and  Condensed  Milk 


Amount  per  unit 

1921  to  1930     Increase 2.8  cents 

1930  to  1932     Decrease 0.9  cents 

1932  to  1935     Increase 0.8  cents 

1935  Lo  1936     Decrease 0.3  cents 

1936  to  1937      Increase    0.5  cents 


Increase 5.2  pounds  or  46jj 

Decrease 2.2  pounds  or  13j 

Increase 2.5  pounds  or  17J 

1  )ecreaae 0.4  pounds  or    Tr, 

I  ncrease    1.3  pounds  or    %\ 


What  conclusions  can  be  drawn  from  these  facts? 


■Tin-  coefficient  of  correlation  between  retail  milk  prices  (adjusted)  lagged  one  year,  and  estimated 
per  capita  consumption   of  milk   from    1930  to   1936,  was   —.95  ±  .033. 

"The  coefficient  of  correlation  between  the  annual  per  capita  consumption  of  evaporated  and  condensdj 
milk  and  the  amount  tli.it  retail  prices  of  market  milk  exceeded  the  retail  prices  of  evaporated  milk  from 
1921    to    1937,    was    .94  ±  .027. 
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In  the  first  place,  since  high  market  milk  prices  result  in  an  increase  in  con- 
sumption of  concentrated  milk,  it  is  reasonable  to  believe  that  such  an  increase  is 
accompanied  by  a  decrease  in  the  consumption  of  market  milk.  Since  prices  to 
producers  for  market  milk  usually  are  materially  higher  than  those  for  concen- 
trated milk,  a  decrease  in  whole  milk  consumption  lowers  incomes  of  dairymen. 

In  the  next  place,  it  is  clear  that  consumers'  purchase  of  low-priced  milk 
products  is  not  limited  to  depression  periods.  From  1921  to  1930,  a  period  of 
urban  prosperity,  an  increase  of  2.8  cents  per  unit  in  price  spread  resulted  in  an 
increase  of  5.2  pounds  annually  per  person  in  consumption  of  these  concentrated 


•"ig.  3. — Amount  That  the  Average  Retail  Price  of  a  Quart  of  Market  Milk  in  51  Cities 
exceeded  the  retail  price  of  a  14.5  ounce  can  of  evaporated  mllk,  and  the  apparent 
consumption    of    evaporated    and    condensed    mllk    in    the    united    states,    1921-19371 

'Retail  prices  of  market  milk  and  evaporated  milk  for  the  SI  cities  as  reported  by  the  U.  S.  Bureau 
f  Labor  Statistics.  Apparent  consumption  of  evaporated  and  condensed  milk  from  1921  to  1931  is  reported 
i  the  Handbook  of  Dairy  Statistics,  U.  S.  Department  of  Agriculture,  page  64;  from  1932  to  1937  as 
eported    in    the    Agricultural    Situation,    U.    S.    Department    of   Agriculture,    adjusted    to    a    per   capita    basis. 

products,  while  from  1930  to  1932,  a  period  of  urban  depression,  a  .9  cent  de- 
cease in  price  spread  resulted  in  a  decrease  in  consumption  of  2.2  pounds  per 
Person. 

Finally,  it  is  probable  that  the  increase  in  market  milk  consumption,  as  shown 
Fig.  2,  is  being  retarded  at  the  present  time  by  the  continued  widening  of 
le  spread  between  retail  prices  of  market  milk  and  evaporated  milk.  Since 
larket  milk  consumption  is  still  materially  lower  than  that  of  1930,  leaders  in  the 
larket  milk  industry  may  well  consider  the  question:  "Are  present  retail  prices 
)r  market  milk  too  high  in  relation  to  retail  prices  of  evaporated  milk  and 
)nsumers'  income?"  R.  W.  Bartlett 


^"Original  data  for  Tables  A  and  B  were  obtained  from  the  following  sources:  (1)  Bureau  of  Agri- 
ltural  Economics,  U.S.D.A.  Beginning  with  January,  1936,  cash  income  to  Illinois  farmers  includes  the 
vised  estimates  of  the  Bureau;  (2)  Illinois  Crop  Reporting  Service,  Illinois  State  Department  of  Agricul- 
re,  and  U.  S.  Department  of  Agriculture,  cooperating;  (3)  Monthly  data  include  an  average  of  current 
)nth  with  eleven  preceding  months;  (4)  Federal  Reserve  Board;  (5)  National  Industrial  Conference 
!>ard.     For   explanations  of  computations,   see   Number   2,   July,    1935. 
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Table 

A.— Indexes  of  Business  Conditions 

,  Same 

Month, 

1921-1929  =  100 

Whole- 
sale 
prices  of 
all  com- 
modities 
(U.  S.)> 

Farm 

prices 

Cash  income  to 
Illinois  farmers 

Prices 
paid  by 
farmers 
for  com- 
modities 
bought 
(U.S.)' 

Pur- 
chasing 
power  of 
income  to 
Illinois 
farmers 

Factory 
payrolls 
in  the 
United 
States4 

Cost  of 
living 
in  the 
United 
States' 

Pur- 

Illinois2 

United 
States' 

Millions' 

Indexes' 

factory 
payrolls 

1929 

97 

109 

103 

$548.6 

108 

100 

108 

112 

99 

113 

1930 

88 

95 

89 

459.7 

91 

96 

95 

91 

96 

95 

1 93 1 

74 

65 

61 

309.5 

61 

82 

74 

69 

86 

80 

1932 

66 

44 

46 

228.7 

45 

71 

63 

48 

77 

62 

1933 

67 

47 

49 

276.7 

55 

70 

79 

51 

74 

69 

1934 

76 

64 

64 

312.7 

62 

80 

77 

64 

78 

82 

1935 

82 

88 

76 

378.1 

75 

82 

91 

73 

82 

89 

1936 

82 

91 

80 

453.1 

90 

81 

111 

85 

84 

101 

1937 

88 

102 

86 

472.8 

93 

85 

100 

101 

87 

116 

Mar.,  1937.  .. 

89 

107 

91 

40.1 

94 

86 

109 

102 

87 

117 

Dec,  1937. . . 

84 

79 

72 

33 .  2 

93 

83 

112 

82 

87 

94 

Jan.,  1938...  . 

81 

79 

71 

37.8 

93 

83 

112 

77 

86 

90 

Feb.,  1938.  .  . 

80 

76 

68 

32.0 

92 

82 

112 

75 

86 

87 

Mar.,  1938.  .  . 

80 

77 

68 

82 

1 

ABLE    B. 

— Prici 

IS  AND 

Price  Indexes 

of  Illinois  Farm  Products 

Product 


Corn,  bu 

Oats,  bu 

Wheat,  bu 

Barley,  bu 

Hogs,  cwt 

Beef  cattle,  cwt. 

Lambs,  cwt 

Milk  cows,   head 
Veal  calves,  cwt 

Sheep,  cwt 

Horses,  head ... 

Butterfat,  lb 

Milk,  cwt 

Fggs,  doz 

Chickens,  lb. .  .  . 

Wool,  lb 

Apples,  bu 

I  lay,  ton 

Potatoes,  bu 


Prices 


March  average 


1910-14 


$     .54 

.38 

.94 

.65 

7.64 

5.82. 

6.16 

55.00 

7.32 

4.64 

1 54 . 00 


1.63 
.19 
.11 
.20 

1.22 

1 3 .  95 

.78 


5     .69 

.42 

1.32 

.66 

9.71 

7.67 

11.57 

73.00 

10.70 

6.54 

89.00 

.42 

2.26 

.23 

.21 

.32 

1.94 

14.35 

1.30 


Mar. 
1937 


$    1.06 

.49 

1.29 

1.11 

9.70 

8.10 

10.30 

60.00 

9.10 

5.10 

115.00 

.34 

2.00 

.19 

.15 

.34 

1.80 

14.80 

1  .50 


Feb. 
1938 


I       .47 

.28 

.88 

.70 

8.10 

6.90 

7.00 

60.00 

9.20 

3.50 

96.00 

.28 


90 

14 
16 
25 
80 
50 
75 


Mar. 
1938 


5       .46 

.27 

.81 

.67 

8.90 

7.10 

8.10 

60.00 

8.90 

3.60 

93.00 

.28 

1.85 

.15 

.16 

.13 

.85 

9.90 

.75 


Illinois  index  of  farm  prices  . 


Indexes:    same  month 
1921-1929  =  100 


Mar. 
1937 


154 
117 

98 

168 

100 

106 

89 

82 

85 

78 

129 

80 

88 

86 

69 

106 

93 

103 

115 
107 


Feb. 
1938 


68 
67 

66 

108 
89 
94 

62 
84 
86 
56 
110 
67 
82 
46 
78 
78 
43 
66 
57 
76 


Mar. 
1938 


67 

64 

61 
102 

92 

93 

70 

82 

83 

55 
104 

66 

82 

65 

75 

71 

44 

69' 

58' 

77 


T 


'-'For  sources  of  data  in  tables  see  previous  page. 
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CURRENT  ECONOMIC   DISCUSSIONS    ON   THE   AIR 


The  following  special  Agricultural  Economics  broadcasts  arc  a  part  of  the  pro- 
grams in  Agriculture  and  Home  Economics  which  are  broadcast  regularly  by  the 
College  of  Agriculture.  The  Agricultural  Programs  are  daily  except  Saturday  at 
12:30  to  1:00  p.m.  The  Home  Economics  Programs  are  Monday,  Wednesday,  and 
Friday,  10:02-10:15  a.m.,  Station  W  I  L  L,  580  Kilocycles. 

June     3 — "Rural  School  Reorganization" — D.  E.  Lindstrom,  E.  H.  Regnier. 

June  10 — "Marketing  Apples"— J.  W.  Lloyd,  Victor  Ekstrom. 

June  17 — "The     Current     Economic     Situation     as     It     Affects     the      Farmer" — 
E.  J.  Working,  R.  C.  Ross. 

June  24 — "Detailed  Cost  Studies" — R.  H.  Wilcox,  G.   E.  Toben. 


TRENDS  IN  USE  OF  POWER  ON  ACCOUNTING  FARMS  IN  ILLINOIS 

An  analysis  of  records  kept  on  Illinois  farms  from  1930  to  1936  in  cooperation 
with  the  Department  of  Agricultural  Economics,  has  brought  out  the  following 
interesting  facts  on  changes  in  the  use  of  farm  power:  (1)  farmers  are  using 
almost  two  less  horses  and  mules  per  farm  in  1938  than  in  1926;  (2)  the  per- 
centage of  horses  over  20  years  of  age  on  farms  is  twice  as  high  in  1938  as  in 
1926,  but  the  proportion  of  horses  under  four  years  of  age  is  also  higher;  (3) 
from  1930  to  1934  about  26  percent  of  the  farms  in  central  Illinois  used  horses 
only,  whereas  in  1936  the  proportion  had  declined  to  14  percent;  and  (4)  the 
average  expense  per  crop  acre  for  man  labor,  horse,  and  machinery  use  was  prac- 


Table  1. — Number  of  Horses  and  Mules  per  Farm,  by  Age  Groups,  Illinois  Accounting 

Farms  1926,  1932,  and  1938 


Age  groups 

Number  of  horses  and  mules  per  farm 

Percentage  distribution 

1926 

1932 

1938 

1926 

1932 

1938 

1  Jnder  4  years 

4  to  7  years 

1  .4 
1  .« 
2.2 

1.4 
.6 
.3 

7.8 

.7 
1  .1 
1.4 
1.4 
.9 
.4 
6.0 

1.2 
1  .0 

1.0 

.8 

.6 

.4 

5.0 

17.5 

24.0 

28.2 

18.2 

7.9 

4.2 

100.0 

12.5 
19.8 
22.8 
23.6 
15.0 
6.3 
Hid  (i 

24.0 
19.1 
19.2 

16.9 

16  to  19  years 

12.5 
8.3 

Total 

100.0 

tically  the  same   for  horse   farms,  standard  tractor   farms,  and  general-purpose 
tractor  farms  for  the  years  1930-36. 

The  number  of  horses  per  farm  and  the  percentage  distribution  bv  age  groups 
for  1926,  1932  and  1938  are  indicated  in  Table  1.  In  1926,  17.5  percent  of  the 
lorses  were  under  four  years  of  age,  and  4.2  percent  over  20  years  of  age;  in 
1932,  those  under  four  years  had  declined  to  12.5  percent,  while  those  over  20 
lad  increased  to  6.3  percent.    In  1938,  however,  there  were  more  younger  horses, 


The   outlook   information    in    this    ivstic    is    hast-d    upon    reports    issued    by   the    liureau 
of  Agricultural  Economics,  U.S.I). A. —  K.  C.    Ross,  Editor. 
noted    in    furtherance    of    the    Agricultural    Extension    Act    approved    by    Congress    May    8,    1914.     II.    \V. 
Mumford,  Director,   Extension   Service  in   Agriculture   and    Home   Economies,   University   of   Illinois 


chose  under  four  years  having  increased  to  24  percent,  and  tlm.se  over  20  years 
to  8.3  percent.  Over  this  eight-year  period,  there  was  a  marked  decline  in  all 
groups  from  4  to  15  years  of  age — the  period  when  farmers  get  the  maximum 
work  from  their  horses  and  mules.  Numbers  of  horses  and  mules  per  farm  have 
been  steadily  declining;  7.8  per  farm  in  1926,  6.0  in  1932,  and  5  in  1938.  There 
were  more  horses  per  farm  over  16  years  of  age  in  1938  than  in  1926,  but  only 
half  as  many  from  4  to  15  years.  The  shift  in  breeding  operations  on  Illinois 
farms  has  been  related  to  changes  in  prices  of  farm  products  and  of  horse  feed. 
During  the  period  1930-1934,  when  the  price  of  farm  products  dropped  much 
more  drastically  than  that  of  tractors,  there  was  practically  no  shifting  from 
horses  to  tractors  on  these  central  Illinois  farms   (Table  2),  the  percentage  of 


Table  2.- 


-Percentage  of  Central  Illinois  Accounting  Farms  with  Various  Types  of 
Power,  1930-1936 


Type  of  power 

1930 

1931 

1932 

1933 

1934 

1935 

1936 

Horse  farms  (horses  only) 

Standard  tractor  farms 

General-purpose  tractor  farms .  .  . 

25    i>  , 
61  .4 
13.3 

26.1% 

58.1 

15.8 

25.3% 

55.9 

18.8 

25.3% 

57.2 

17.  1 

26.2% 

56.5 

17.3 

20.2% 
45.0 

34.8 

14.0% 
28.7 

5  7  .\ 

Table  3. 


Man  Labor,  Horse,  and  Machinery  Cost  per  Crop  Acre,  Central  Illinois 
Accounting  Farms,  1930-1936 


Type  of  power 

1930 

1931 

1932 

1933 

1934 

1935 

1936 

Horse  farms  (horses  only) 

Standard  tractor  farms 

General-purpose  tractor  farms    .  . 

#12.40 
13.40 
12.85 

#10.12 
10.46 
10.45 

#8.10 
8.69 

S.  7') 

#8.02 
8.86 
8.63 

#8.44 
9.43 
9.06 

#9.23 
9.89 
9.86 

#  9.56 

10.64 
9.88 

farms  operated  with  horses  only  averaging  about  26  percent  each  year.  In  1935, 
however,  this  percentage  dropped  to  20,  and  in  1936  to  14  percent.  During  the 
period  1930-1934,  however,  there  was  a  shift  from  standard  tractors  to  general- 
purpose  tractors,  and  this  shift  had  an  effect  on  numbers  of  horses  since  general 
purpose  tractors  which  are  used  for  cultivating  row  crops  replace  more  horses 
than   do  the   standard   type.     In    1930,  61    percent   of   the  accounting    farms    used 
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Fig    1      [nfluenci  of  Size  of  Farm   \\n  Type  of   Power  on  Total  Man  Labor,  ITorsf  ANr! 


Machinery  Cosi  per  Crop  Acre,  Central  Illinois  Accounting   Farms,  1934-1936 
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standard  tractors  and  in  1936  only  29  percent.    In  1930,  13  percent  of  these  farms 
used  general-purpose  tractors  and  57  percent  in  1936. 

Further  evidence  of  the  effect  on  horse  numbers  of  changing  from  standard 
tractors  to  general-purpose  tractors  may  be  gathered  from  an  analysis  of  farms 
having  from  160  to  199  crop  acres.  In  1930.  farms  of  this  size  using  horses  only, 
averaged  8  horses  per  farm  ;  those  using  horses  with  standard  tractors,  6  horses 
per  farm ;  and  those  using  horses  and  general-purpose  tractors,  4.4  horses  per 
farm.  By  1936,  horses  had  been  reduced  on  horse  farms  to  7.3  ;  on  standard 
tractor  farms  to  5.3,  and  on  general-purpose  tractor  farms,  to  3.9.  These  facts 
help  to  explain  the  reduction  in  horse  numbers  during  the  period  when  there  was 
bractically  no  change  in  numbers  of  tractors.  The  average  operating  expense  per 
crop  acre  for  man  labor,  horse,  and  machinery  use  was  practically  the  same  for 
horse  farms,  standard  tractor  farms,  and  general-purpose  tractor  farms  each 
vear  for  the  period  1930-1936  (Table  3  and  Figure  1).  Other  studies  seem  to 
indicate  that  those  farmers  who  continue  to  operate  their  farms  with  horses  only 
are  among  the  more  efficient  in  the  use  of  horse  power.  The  records  also  indicate 
that  the  expense  for  man  labor  has  been  reduced  only  slightly  by  the  addition  of 
tractors.  In  some  cases  tractors  have  enabled  the  operators  to  do  a  larger  volume 
of  business,  and  in  others  to  provide  for  more  leisure  on  the  part  of  farm 
workers.  p.  e.  Johnston 

COMBINE  HARVESTER  COSTS  FOR  1937 

During  1937,  costs  of  combine  harvesting  and  records  of  harvesting  operations 
were  obtained,  either  partially  or  completely,  on  31  combine  harvesters  in  Illinois. 
For  25  machines,  representing  5  size  groups  which  kept  complete  records,  a  total 
of  6635  acres  of  crops  were  harvested,  of  which  74  percent  was  soybeans,  13  per- 
cent wheat,   12  percent  oats,  and   1   percent  other  crops.    The  average  acreage 


Table   4. 


-Average   Acreages   of   Various   Crops   Harvested  with   Combines,    Central 

Illinois,  1937 


Power-take-off 

Motor- mounted 

5-Foot 

6-Foot 

8- Foot 

8- Foot 

12- Foot 

Wheat   

23 
35 

127 
5 

190 

38 
9 

34 

19 

79 

3 

135 

23 
2 

18 

14 
144 

176 

22 

2 

23 

57 

225 

305 

38 

5 

59 

Oats 

22 
315 

Total  Acres 

Average  acreage  per  foot  of  cutter 

396 
33 

7 

Table  5. — Average  Cost  per  Acre  of  Harvesting  Wheat,  Oats,  and  Soybeans  with 
Combines,  Central  Illinois,  19371 


Power-take-off 

Motor-mounted 

5-Foot 

6- Foot 

8- Foot 

8- Foot 

10- Foot 

12-Foot 

(  ost 

per 
acre 

No. 
of 

cases 

Cost 
per 
acre 

No. 

of 

cases 

Cost 
per 
acre 

N... 

of 

cases 

Cost 
per 
acre 

No. 

of 

cases 

Cost 
per 
acre 

No. 
of 

cases 

Cost 
per 
acre 

No. 

of 

cases 

Wheat 

#1  .48 

1.54 

1  .59 

9 

5 

8 
8 

#1.21 
1.33 
1  .53 

4 

3 
3 

1 

#1.08 

1.43 

2 

2 
2 

#1.06 

1  .28 

1  .46 

4 

2 
3 
4 

$1.58 

1.52 

1  .39 

3 

1 
1 
3 

#1.13 
1.61 

1  .32 
6 

5 

lata   

4 
6 

Number  of  combines 

'The  number  of  combines  given  in  this  table  varies  from  that  in  Table  4  because  some  cooperators  changed  the 
ize  or  type  of  their  combines  between  the  small  grain  and  soybean  harvest,  and  in  some  instances  records  were  obtained 
n  the  acreages  harvested,  but  sufficient  data  were  not  obtained  to  enable  costs  to  be  computed  for  the  whole  season. 
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harvested  per  foot  of  cutter  bar  ranged  from  22  to  38  acres  for  the  5  size  groups 
(Table  4). 

The  average  costs  per  aire  of  harvesting  wheat,  oats,  and  soybeans  in  central 
Illinois  during  1937  ranged  from  $1.06  to  $1.58  for  wheat.  $1.28  to  $1.61  for  oats. 
and  from  $1.32  to  $1.59  for  soybeans.  The  foregoing  table  gives  the  average  costs 
per  acre  for  the  three  crops  named  above  by  types  and  sizes  of  combines 
(Table  5). 

The  average  yearly  costs  of  operating  combine  harvesters  were  computed  for 
four  size  groups.  For  these  four  groups  the  variation  was  from  $249.15  per  vear 
for  the  8-foot  power-take-off  group  to  $523.14  for  the  12-foot  motor-mounted 
group  (Table  6). 

The  cost  items  were  calculated  as  follows:  labor  operating  and  repairing  com- 
bines, 40  cents  per  hour ;  tractor  operators,  30  cents  per  hour ;  and  other  labor, 


Table  6. — Average  Costs  of  Operating  Combines,  Central  Illinois,  1937 


Labor: 

Operating  combine 

Operating  tractor 

Chores  on  tractor 

( Ither  labor 

Total  labor 

Other  variable  costs: 

Tractor  use  (except  fuel) . .  . 

Tractor  fuel 

Tractor  motor  oil 

Combine  motor  fuel 

Combine  motor  oil 

Grease 

Repairs 

Total  other  variable  costs 
Fixed  costs: 

Depreciation 

Interest 

Shelter 

Total  fixed  costs 

Total  cost  of  operation 

Average  acres  cut 

Number  of  combines 


Power-take-off 

M  otor-  mounted 

5  ft. 

8  ft. 

8  ft. 

12  ft. 

$66.14 

$48.80 

$67.10 

$73.90 

7.97 

2.40 

41  .25 

51  .00 

9.54 

8.00 

15.10 

11.20 

3.78 
¥87.43 

$123.45 

.26 

$59.20 

$136.36 

• $40.59 

$36.60 

$43.66 

$50.06 

36.59 

38.20 

32.06 

38 .  90 

3.79 

2.72 

4.16 

4.16 

20.17 

39.55 

2.84 

3.21 

2.71 

4.63 

4.79 

6.39 

33.95 

19.96 

8.10 

45.70 

$117.63 

$102.11 

$115.78 

$187.97 

$64.66 

$54 . 56 

$77.72 

$145.03 

24.78 

28.28 

38. 11 

48.78 

5.00 
$94.44 

5.00 

$87.84 

5.00 
$120.83 

S    (HI 

*1M8.81 

$299.50 

$249.15 

$360 . 06 

$523. 14 

190 

176 

268 

414 

9 

2 

4 

6 

id 

;> 
|t 


20  cents  per  hour.  Use  of  tractors  (without  fuel  or  oil)  was  charged  at  30  cents 
per  hour  for  three-plow  tractors,  and  23  cents  per  hour  for  two-plow  tractors. 
Tractor  and  combine  motor  fuel,  oil,  and  grease,  and  combine  repairs  were 
charged  at  cost.  Depreciation  was  calculated  on  an  acre  basis  from  previous  and 
current  records,  and  varied  from  29  to  35  cents  per  acre.  Interest  was  on  the 
basis  of  6  percent  of  the  average  valuation  and  shelter  on  the  basis  of  a  flat  rate 
of  $5.00  for  each  machine.  R.  Q  Ross  and  B.  R.  HURT 


PROSPECTS   FOR   FARM   INCOME 

Farmers  will  do  well  to  prepare  as  best  they  can  for  a  long  period  of  depres- 
sion. Of  course  no  well  informed  person  believes  that  he  can  accurately  forecast 
the  course  of  the  depression,  and  any  sort  of  forecast  whatever  is  highly  hazard- 
ous in  view  of  present  uncertainties.  Nevertheless,  recent  developments  have 
increased  the  likelihood  that  the  current  depression  will  be  prolonged,  and  this. 
possibility  needs  to  be   faced  and  prepared   for. 
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The  upper  section  of  Figure  2  shows  the  Cleveland  Trust  Company's  index  of 
business  activity  expressed  as  percentage  deviations  from  normal.  An  examina- 
tion of  this  section  of  the  chart  will  show  that  altho  there  have  been  many 
fluctuations  in  business  activity,  above  and  below  the  so-called  "normal  level," 
the  nature  of  depressions  has  been  very  different  at  different  times.  The  period 
from  1873  to  1900  was  one  of  prolonged  depressions,  whereas  from  1850  to  1873 
and  again  from  1900  to  1920  such  depressions  as  occurred  were  relatively 
short-lived. 
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Fig.  2. — Business  Activity    (Cleveland  Trust  Company   Index)    and  Industrial 

Wage-price  Ratio  (Ratio  of  B.L.S.  Wage  Index  to  Index  of  Wholesale 

Prices  of  All  Commodities  Other  Than  Farm  Products  and  Foods) 

The  lower  section  of  Figure  2  shows  the  ratio  between  hourly  wage  rates  of 
industrial  workers  and  wholesale  prices  of  industrial  products  expressed  as  a 
percentage  of  trend.  This  part  of  the  chart  indicates  that  after  account  is  taken 
of  the  marked  upward  trend  in  wages  relative  to  prices,  wage  rates  were  high 
relative  to  commodity  prices  from  about  1840  to  1852.  They  then  began  to 
decline,  and  reached  a  low  point  in  1864  and  thereafter  moved  upward  fairly 
:onsistently  until  about  1895.  There  was  a  sharp  decline  from  1897  to  1899,  fol- 
owed  by  a  slow  one  which  continued  until  1915  when  the  influence  of  war-time 
jrice  inflation  caused  wages  to  lose  ground  relative  to  prices  of  industrial 
products.  After  1917  wages  rose  more  rapidly  than  did  commodity  prices  and 
inally  when  commodity  prices  began  to  fall  in  1920  wage  rates  again  became 
Very  high  relative  to  the  level  of  prices  of  industrial  products. 

It  will  be  noted,  consequently,  that  those  periods  of  years  when  we  have  had 

>rolonged   depressions   have  been,   generally  speaking,   years   when   wages   were 

ising  relative  to  commodity  prices,  or  else  were  at  very  high  levels  relative  to 

ommodity  prices.    In  periods  when  wage  rates  have  not  been  abnormally  high 

elative  to  commodity  prices,  on  the  other  hand,  depressions  have  been  short-lived. 

The  changes  in  the  wage-price  ratio,  of  course,  have  not  been  due  primarily 

)  changes  in  wages.   Thus  in  the  period  from  1870  to  1895  there  was  little  change 

i  wage  rates  but  prices  of  industrial  products  were  declining  rapidly.    Again 

rom  1899  to  1915  there  was  a  slight  decline  (trend  considered)  in  the  wage-price 

atio,  but  wage  rates  were  actually  rising  and  indeed,  rising  a  trifle  more  rapidly 

ian  prices  but  not  as  much  more  rapidly  as  the  normal  trend.    The  movements 

f  the  wage  rates  and  the  price  indexes  are  shown  separately  in  Figure  3. 

Agricultural  economists  and   many   farmers  are   familiar   with   the   fact  that 
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agricultural  prices  in  general  are  more  flexible  than  are  prices  of  non-agricultural 

products.  As  a  result,  if  a  decline  in  foreign  demand  reduces  farm  income 
i  through  a  reduction  in  prices  of  farm  products  if  there  is  no  change  in  produc- 
tion) it  is  impossible  for  farmers  to  buy  as  many  industrial  products  at  the  rela- 
tively fixed  prices  of  such  products  as  formerly.  Some  industries  then  reduce 
production  and  la)'  off  workers  and  such  a  situation  may  he  the  start  of  a  business 
depression. 


1940 


Fig,  3. — Industrial  Wage  Rates  and  Industrial  Prices,  1840  to  Date  (1910-14  =  100) 


There  is  a  similar  relationship  between  prices  of  many  industrial  products  and 
the  average  level  of  hourly  wage  rates.  While  some  industrial  wage  rates  un- 
fairly flexible  and  the  prices  of  some  industrial  products,  such  as  agricultural 
implements  and  nickel  are  extremely  inflexible,  industrial  wage  rates,  in  general. 
are  even  less  flexible  than  are  the  prices  of  industrial  products.  Consequently,  r 
forces  come  into  operation  which  lower  average  prices  of  industrial  products, 
wage  rates  lag  behind  them  and  this  tenths  to  make  the  production  of  many  indus- 
trial products  unprofitable  and  to  cause  disparity  between  prices  of  various 
industrial  products  as  well  as  between  those  of  industrial  and  agricultural] 
products. 

The  wage-price  ratio  is  complicated  by  another  situation.  When  wages  rise 
relative  to  commodity  prices,  this  tends  to  encourage  the  use  of  labor-saving 
machinery.  This  tendency  is  observable  in  farms  and  factories  alike.  If  wages  of 
farm  labor  are  high  it  pays  farmers  to  conserve  labor  by  using  more  machinery. 
But  the  increase  in  the  use  of  labor-saving  machinery  may  not  immediately 
result  in  a  decline  in  the  demand  for  Labor.  If  more  labor  saving  machinery  and 
equipment  is  to  be  used  it  must  first  be  produced,  and  can  be  produced  only  with 
the  aid  of  labor.  Consequently,  the  very  fact  that  wage  rates  may  be  raised  to  ;in 
artificially  high  level  relative  to  prices  of  industrial  products  may  temporarily 
increase  the  demand  for  labor  because  more  labor  is  required  to  build  more  labor 
saving  devices.  This  effect  explains  why  abnormally  high  wage  rates  may  be 
accompanied  by  a  high  level  of  industrial  activity  over  a  considerable  period  oi 
lime,  as  was  tin-  case  from  about  1(>22  to  1(>2(*.  However,  after  the  production  of 
labor-saving  machinery,  factories,  and  other  equipment  has  proceeded  for  a  time, 
the  industries  which  have  been  occupied  in  making  such  things  will  experience  a 
falling-oil  of  demand  and  reduce  their  production,  laying  off  workers  and  causing 
unemployment. 

It  is  probable  that  the  high  and  rising  level  of  wage  rales  relative  to  prices  m 
industrial  products   from   1917  to   \(>2{>  was  as  important   a    factor  in  bringing  01 
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the  depression  of  the  early  30's  as  was  the  decline  in  the  foreign  demand  for 
agricultural  products,  which  was  important  during  the  latter  part  of  the  20's.  It 
was  probably  even  more  important  in  causing  the  depression  to  be  a  long  one. 

The  depreciation  of  the  value  of  the  dollar  in  foreign  exchange,  which  took 
place  during  1933,  tended  to  correct  the  wage-price  disparity,  in  spite  of  the 
influence  of  the  N.R.A.  Dollar  depreciation  was  also  a  prime  factor  in  reducing 
the  disparity  between  prices  of  agricultural  and  industrial  products  and  in  large 
measure  laid  the  foundations  for  the  recovery  which  began  in  1933. 

Under  the  influence  of  an  aggressive  labor  policy  in  subsequent  years,  how- 
ever, hourly  wages  have  increased  more  rapidly  than  prices  of  industrial  products. 
I  Largely  because  of  higher  wage  rates  and  partly  because  of  recent  "social 
security"  taxes  which  increase  the  cost  of  labor  to  employers,  prices  of  industrial 
products  rose  rapidly  in  comparison  with  farm  purchasing  power  about  the 
beginning  of  1937.  To  a  large  extent  it  is  these  things  which  seem  to  be  respon- 
sible for  our  current  depression. 

The  resumption  of  large-scale  government   spending,   which   was   announced 
about  a  month  ago,  gave  some  promise  of  a  stimulus  to  business  activity  which 
might  initiate  a  recovery,  provided  fundamental  readjustments  in  the  wage  and 
I  price  structure  were  not  too  much   delayed  or  prevented  by  it.    More  recently, 
however,  news  reports  indicate  a  strong  likelihood  that  the  wage-hour  bill  will 
'be  passed  by  Congress,  and  become  a  law.    If  this  should  happen,  and  if  its  effect 
I  is  actually  to  raise  materially  the  average  level  of  wages  or  to  prevent  a  readjust- 
ment of  wages  relative  to  prices,  it  will  increase  the  likelihood  that  the  current 
depression  will  be  a  prolonged  one  or — if  there  is  first  an  upswing  in  business 
activity  as  a  result  of  pump  priming — that  we  will  later  have  a  renewed  period  of 
,  severe  depression. 

There  are,  of  course,  various  possibilities  that  price  raising  measures  may  be 
taken  which  will  tend  to  counteract  the  present  disparity  between  prices  and  wage 
I  rates.  Chief  among  the  things  that  might  be  done  would  be  a  further  depreciation 
of  the  dollar  in  terms  of  gold  and  relative  to  the  currencies  of  other  countries. 
,The  longer  the  period  that  elapses  without  definite  progress  toward  revival  of 
•industry,  the  more  likely  it  is  that  such  further  depreciation  of  the  dollar,  regret- 
table as  it  may  be  from  some  standpoints,  will  be  turned  to  by  the  government  as 
jthe  easiest  way  out  of  a  bad  situation. 

Many  people  have  been  laboring  under  the  delusion  that  a  serious  decline  in 

farm  income  is  impossible  with  our  present  methods  of  restricting  agricultural 

'production.    This,  however,   is  not  so.    While  the  restriction  of  production  can 

have  a  very  important   effect  upon  prices,   its  effect   on   income  is  very  limited 

because  there  is  less  to  sell  at  the  higher  price.    Obviously,  if  farmers'  sales  were 

reduced  to  nothing,  there  would  be  no  income  from  sales  even  though  prices  wenl 

to  abnormally  high  levels.    Judging  from  past  relationships  between   farm  income 

and  production,  even  if  agricultural  production  were  reduced  so  much  as  to  put 

the  country  virtually  on  a  famine  basis,   farm  income  would  remain   verv  low  if 

msiness  were  severely  depressed.    Farmers  consequently  have  as  vital  an  interest 

r\  improving  the  level   of  business  activity  as   do  those  who  are  more   directly 

onnected  with  industry.  £.  J.  Working 


1  "Original  data  for  Tallies  A  and  I'  were  obtained  from  tlu  Following  sources:  (1)  Bureau  of  A^ri- 
ultural  Economics,  U.S.D.A.  Beginning  with  January,  1936,  t  .oh  incomt  to  Illinois  farmers  includes  the 
;  estimates  of  the  Bureau;  (2)  Illinois  Crop  Reporting  Service.  Illinois  State  Department  of  Agricul- 
ure.  ami  1".  S.  Department  of  Agriculture,  cooperating;  (3)  Monthly  data  include  an  average  of  current 
aontli  with  eleven  preceding  months;  (O  Federal  Reserve  Board;  (5)  National  Industrial  Conference 
loard.     For    explanations    of    computations,    see    Number    2,    July,    1935. 
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Table  A. — Indexes  of  Business  Conditions,  Same  Month  192 1-1920  =  100 


1929 

1930 

1931 

1932 

1933 

1934 

1935 

1936 

1937 

April,  1937. 
Jan.,  1938.. 
Feb.,  1938. 
Mar.,  1938. 
April.,  1938 


Whole- 
sale 
prices  of 
all  com- 
modities 
(U.  S.)' 


Farm  prices 


97 
88 
74 
66 
67 
76 
82 
82 
88 
90 
81 
80 
80 
80 


Illinois' 


109 
95 
65 
44 

47 
64 

88 
91 
102 
114 
79 
76 
77 
77 


United 
States' 


103 
89 
61 
46 
49 
64 
76 
80 
86 
93 
71 
68 
68 
67 


Cash  income  to 
Illinois  farmers 


Millions1     Indexes' 


#548.6 

459.7 

309.5 

228.7 

276.7 

312.7 

378.1 

453.1 

472.8 

41.9 

37.8 

32.0 

33.0 


108 
91 
61 
45 
55 
62 
75 
90 
93 
93 
93 
92 
91 


Prices 
paid  by 
farmers 
for  com- 
modities 
bought 
(U.S.)' 


100 
96 
82 
71 
70 
80 
82 
81 
85 
87 
83 
82 
82 
82 


Pur- 
chasing 
power  of 
income  to 
Illinois 
farmers 


108 

95 

74 

63 

79 

77 

91 

111 

109 

109 

112 

112 

111 


Factory 
payrolls 
in  the 
United 
States* 


112 
91 
69 
48 
51 
64 
73 
85 
101 
107 
77 
75 
74 


Cost  of 
living 
in  the 
United 
States' 


99 
96 

86 
77 
74 
78 
82 
84 
87 
88 
86 
86 
86 
86 


Pur- 
chasing     ' 
power  of  | 
factory 
payrolls     ] 


113 

95 

80 

62 

69 

82 

89 

101 

116 

122 

90 

87 

86 


Table  B. — Prices  and  Price  Indexes  of  Illinois  Farm  Products 


Product 


Corn,  bu 

Oats,  bu 

Wheat,  bu 

Barley,  bu 

Hogs,  cwt 

Beef  cattle,  cwt. 

Lambs,  cwt 

Milk  cows,   head 
Veal  calves,  cwt. 

Sheep,  cwt 

Horses,  head.  .  .  . 

Butterfat,  lb 

Milk,  cwt 

Eggs,  doz 

Chickens,  lb 

Wool,  lb 

Apples,  bu 

Hay,  ton 

Potatoes,  bu 


Prices 


April  average 


1910-14 


$     .56 

.38 

.94 

.66 

7.88 

5.98 

6.30 

54.00 

7.02 

4.84 

156.00 


1  40 
.16 
.12 
.19 

1.39 

14.20 

.80 


1921-29 


I     .70 

.42 

1.26 

.66 

9.42 

7.66 

11.57 

71.00 

9.91 

6.70 

89.00 

.41 

2.19 

.22 

.22 

.32 

2.08 

14.21 

1 .  35 


Apr. 
1937 


#1.26 

.52 

1.33 

1.00 

9.50 

8.30 

10.10 

60.00 

8.70 

4.70 

111.00 

.31 

1.85 

.20 

.15 

.35 

1.85 

16.20 

1.50 


Mar. 
1938 


$     .46 

.27 

.81 

.67 

8.90 

7.10 

8.10 

60.00 

8.90 

3.60 

93 .  00 

.28 

1.85 

.15 

.16 

.23 

.85 

9.90 

.75 


Apr. 
1938 


$       .48 

.26 

.76 

.63 

8.10 

7.40 

7.80 

60.00 

8.70 

3.50 

95.00 

.25 

1.80 

.14 

.17 

.17 

.95 

8.90 

.75 


Illinois  index  of  farm  prices. 


Indexes:    same  month 
1921-1929  =  100 


Apr. 
1937 


180 
124 
106 

152 

101 

108 

87 

84 

88 

70 

125 

76 

84 

91 

70 

110 

89 

114 

111 

114 


Mar. 
1938 


Apr. 
1938 


67 
64 
61 

102 
92 
93 
70 
82 
83 
55 

104 
66 
82 
65 
75 
71 
44 
69 
58 
77 


69 
62 
60 
96 
86 
97 
67 
84 
88 
52 
107 
61 
82 
66 
76 
54 
46 
63 
56 
77 


cdi 


'-'For  sources  of  data  in  tables  see  previous  page. 
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Illinois  Farm  Economics 

Department  of  Agricultural  Economics,  College  of  Agriculture  and  Agricultural  Experi- 
ment Station,  in  cooperation  with  the  Extension  Service  in  Agriculture 
and  Home  Economics,  University  of  Illinois 

Urbana  June,  1938  Number  37 


CURRENT  ECONOMIC  DISCUSSIONS  ON  THE  AIR 


The  following  special  Agricultural  Economics  broadcasts  are  a  part  of  the  pro- 
grams in  Agriculture  and  Home  Economics  which  are  broadcast  regularly  by  the 
College  of  Agriculture.  The  Agricultural  Programs  are  daily  except  Saturday  at 
12:30  to  1:00  p.m.  The  Home  Economics  Programs  are  Monday,  Wednesday,  and 
Friday,  10:02-10:15  a.m.,  Station  WILL,  580  Kilocycles. 

July    1 — "A  People's  County  Fair" — E.  H.  Regnier.  Ralph  McKenzie. 

July    8 — "Tenancy  Problems" — H.  C.  M.  Case,  Joseph  Ackerman. 

July  15 — "The    Current    Economic    Situation    as    it    Affects    the    Farmer" — G.    L. 
Jordan,  A.  J.  Brown. 

July  22 — "A    Message    for    Farm    Account    Keepers" — J.    B.    Cunningham,    M.    P. 
Gehlbach. 

July  29 — "Marketing  Grain — Wheat"— L.  J.  Norton,  L.  H.  Simerl. 


THE  BUSINESS  SITUATION 


The  sharp  decline  in  business  activity  which  characterized  the  last  quarter  of 
1937  flattened  out  during  the  early  part  of  1938,  and  in  recent  months  has  been 
declining  at  a  slower  rate.  The  Federal  Reserve  index  of  the  volume  of  business 
activity  declined  from  117  in  August,  1937,  to  84  in  December,  or  an  average  of 
8  points  per  month.  Since  December  this  index  has  declined  to  77  in  April  and  to 
an  estimated  index  of  75  in  May,  or  an  average  of  slightly  less  than  2  points  a 
month.  This  decline  in  business  activity  has  resulted  in  a  decrease  in  industrial 
pay  rolls,  and  increases  in  unemployment,  relief  expenditures,  and  the  national 
debt.  The  estimated  index  of  75  for  May,  1938,  compares  with  60  for  May,  1932, 
when  business  activity  in  this  country  was  about  at  the  lowest. 

The  Cleveland  Trust  Company  Bulletin  of  February,  1938,  pointed  out  that 
only  three  previous  declines  in  the  past  100  years  have  been  comparable  to  the 
present  one  in  rapidity  and  severity.  These  were  in  1893,  1907,  and  1920.  In  the 
composite  index  of  the  three  earlier  abrupt  depressions,  the  rapid  drop  was  com- 
"jjpleted  in  the  first  four  months  after  which  an  uneven  depression  floor  stretched 
out  for  nine  more  months.  After  that  a  gradual  recovery  got  under  way  which 
made  net  gains  averaging  about  one  and  one-half  points  a  month. 

Some  factors  in  our  present  situation  indicate  that  recovery  from  the  present 
business  depression  will  be  slower  than  in  the  three  noted.  In  the  early  part  of 
the  present  depression  business  activity  declined  much  more  rapidly  than  in  the 
three  earlier  depressions.  More  than  twice  as  many  people  are  unemployed  now 
than  during  the  1920-1922  depression.  High  labor  and  material  costs  discourage 
expansion  of  some  industries,  such  as  the  building  industry. 

Other  factors  are  favorable  to  recovery.  Banks  are  in  a  strong  position,  in 
sharp  contrast  to  1921,  and  particularly  to  1932.    The  automobile  industry  which 
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led  the  way  out  of  the  1920-1922  depression,  and  was  an  influential  factor  in  the 
business  recover)  from  1933  to  1937,  has  commenced  an  aggressive  campaign  to 
sell  more  cars.  This  may  result  later  in  an  increased  output.  Renewed  business 
activity  in  the  manufacture  of  many  lines  of  consumers'  goods  to  replace 
decreased  inventories  is  likely.  Under  present  prices  for  farm  products  farmers 
are  continuing  to  buy  goods  and  services  and  are  thus  helping  to  support  business 
activity.  As  governmental  expenditures  for  relief  and  recovery  increase,  increased 
business  activity  will  result.  R    \y    Bartlett 

WHEAT  PROSPECTS  FOR  1938 

The  June  report  of  the  Federal  Crop  Reporting  Board  stated  that  June  1  con- 
ditions indicated  a  total  winter  wheat  crop  of  761  million  bushels.  Since  June  1, 
however,  there  has  been  evidence  of  damage  from  both  late  spring  frosts  and 
rust.  The  frost  and  rust  damage  is  resulting  in  much  light  weight,  poor  quality 
wheat  as  well  as  reduction  in  the  total  yield.  While  adequate  information  is  not 
now  available,  recent  reports,  if  confirmed  by  later  developments,  would  suggest 
that  the  winter  wheat  crop  might  turn  out  to  be  as  much  as  100  million  bushels 
short  of  the  June  1  indications. 

If  we  allow  660  million  bushels  for  winter  wheat  and  270  million  for  spring 
(the  June  government  report  indicated  from  260  to  285  million)  we  arrive  at  a 
total  of  930  million  bushels. 

The  carryover  of  old  wheat  is  apparently  about  200  million  bushels,  so  thati 
present  prospects  indicate  a  total  supply  of  well  over  1,100  million  bushels.  Since 
normal  domestic  consumption  is  only  about  650  million  bushels,  this  would 
indicate  a  "surplus"  of  between  450  and  500  million  bushels  available  for  export; 
and  carryover  into  another  year. 

The  United  States'  yearly  consumption  of  wheat  in  the  past  ten  years  has! 
averaged  approximately  680  million  bushels,  instead  of  the  650  figure  given  above 
as  "normal"  consumption.  The  difference  of  30  million  bushels  is  due  to  the 
unusually  heavy  feeding  of  wheat  in  the  years  when  prices  were  extremely  low 
and  in  the  years  of  short  corn  crops.  Yearly  figures  for  consumption  and  net 
exports  are  as  follows: 


Crop  year 
beginning 

Inly  1 

Domestic 
consumption 
(million  bu.) 

Net  exports  and 

shipments 

(million  bu.) 

Crop  year 

beginning 

July  1 

Domestic 
consumption 
(million  bu.) 

Net  exports  and 

shipments 

(million  bu.) 

1928-29. 

654 
619 

747 
754 
720 

144 
14! 
115 
126 
35 

1933-34 

1934-35 

1935-36 

62  7 
655 
659 
700 
670 

28 

1929-3(1.  .  . 

13 

1930-31 . 

1931-32. 

1936-37 

12 

1932-33.  .  . 

1937-38 

95' 

•Estimated,  season  not  yet  complete. 

From  this  table  it  is  evident  that  it  is  difficult  to  judge  what  constitutes 
normal  exports  of  wheat.  In  the  ten  years  1928-29  to  1937-38,  exports  averaged 
72  million  bushels  and  in  the  preceding  ten  years  215  million.  If  exports  durinj 
the  coming  crop  year  should  be  no  more  than  in  the  past  year,  there  would  b< 
left  a  remainder  for  carryover  into  another  year  about  equal  to  the  larges 
carryover  we  have  ever  had — 375  million  bushels,  which  was  the  amount  carriet 
over  from  the  1931  crop.  The  average  farm  price  of  1931  crop  wheat  in  Illinoi; 
was  40  cents  per  bushel,  and  the  price  of  No.  2  Hard  Winter  at  Chicago  for  th< 
same  crop  year  averaged  53  cents. 

The  outlook  for  wheat  prices,  however,  is  not  quite  as  bad  as  the  foregoinj 
comparison  of  supplies  and  prices  might  suggest.  Heavy  feeding  of  wheat  wil 
reduce  the  surplus  if  prices  are  low.  Furthermore,  once  the  United  States  is  oi1 
an  export  basis,  wheal   prices  depend  more  upon  world  market  conditions  thai 
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upon  purely  domestic  supply  and  demand.  In  the  United  States  the  domestic 
demand  situation  is  very  bad,  as  indicated  by  the  fact  that  industrial  production 
per  capita  is  now  at  about  the  same  level  as  in  the  fall  of  1931.  In  foreign 
countries,  however,  there  has  been  relatively  little  decline  in  business  activity. 

Indexes  of  industrial  production  for  the  United  States,  as  compiled  by  the 
Federal  Reserve  Board,  and  for  the  world  excluding  the  United  States,  as 
compiled  by  the  Bureau  of  Agricultural  Economics  are  as  follows: 

Indexes  of  Industrial  Production 

(1923-1925  =  100.  seasonally  adjusted) 


United  States 

Foreign 
countries 

United  States 

Foreign 
countries 

1937 

January 

February 

March 

April 

Mav 

June 

July 

August 

September 

114 
116 
118 
118 
118 
114 
114 
117 
111 

138 
141 
143 
145 
147 
146 
141 
142 
147 

1937 
October 

December 

1938 
January 

March 

April 

102 
88 

84 

80 
79 
79 
78 

148 
149 
146 

141 
141 
(140)* 

•Estimated  from  Annalist  Index  of  Industrial  Production  for  the  World,  excluding  the  United  States. 

The  way  in  which  foreign  industrial  production  has  been  maintained  indicates 
that  there  has  thus  far  been  very  little  decline  in  the  general  level  of  demand  in 
foreign  countries. 

The  demand  for  wheat  from  the  United  States,  of  course,  will  depend  not 
only  upon  the  general  level  of  demand  in  foreign  countries,  but  also  upon  the 
supplies  of  wheat,  and  to  a  lesser  extent  the  production  of  other  food  stuffs 
abroad.  It  is  still  too  early  to  arrive  at  any  accurate  judgment  as  to  the  size  of  the 
1938  wheat  crop  of  foreign  countries.  Present  prospects,  however,  indicate  that 
the  European  crop  (excluding  Russia)  will  be  little  different  from  1937.  Since 
wheat  stocks  in  foreign  countries  are  considerably  smaller  than  they  were  a  year 
ago,  it  seems  probable  that  there  may  be  a  better  import  demand  for  wheat  in 
1938-39  than  in  the  past  year. 

On  June  16  wheat  was  selling  at  Liverpool  for  approximately  97  cents  per 
bushel,  compared  with  an  average  of  about  62  cents  for  June,  1931.  The  British 
price  level  was  lower  in  1931  than  now  and  in  terms  of  the  present-day  level  of 
prices  wheat  was  worth  about  80  cents  per  bushel  in  June,  1931.  The  difference 
reflects  the  better  foreign  demand  prevailing  now  and  also  the  smaller  world 
carryover  of  wheat.  This  year  the  carryover  from  the  old  crop  is  about  625 
million  bushels,  compared  with  1,000  million  bushels  in  1931. 

Small  supplies  of  old-crop  wheat  in  other  exporting  countries  will  probably 

result  in  a   favorable  opportunity   for   United   States  exports   during  the  next 

three  months.    The  possibility  of  important  United  States  exports  later  in  the 

year  will  depend  largely  upon  the  size  of  the  Canadian  crop — and  still  later  upon 

I  the  Argentine  and  Australian  crops. 

The  course  of  world  prices  from  now  until  the  middle  of  July  will  probably 
depend  largely  upon  the  out-turn  of  the  winter  wheat  crop  in  the  United  States. 
As  the  season  advances,  however,  prospects  for  spring  wheat  in  the  United  States 
and  Canada  will  assume  a  larger  importance. 

If  spring  wheat  yields  in  the  United  States  and  Canada  should  be  about  equal 
or  better  than  average,  the  prospect  for  a  good  export  demand  for  United  States 
wheat  in  the  next  two  or  three  months  suggests  that  early  marketing  of  winter 
wheat  may  be  more  advisable  than  holding.  However,  prices  in  the  United  States 
may  depend  largely  upon  what  loan  value  is  set  for  wheat  or  upon  other 
government  measures.  £    y    Working 
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ILLINOIS  FARM  EARNINGS  DECLINE  IN   1937 

Farm  earnings  on  Illinois  accounting  farms  were  less  in  1937  than  in  1936, 
but  were  equal  to  those  for  1934  and  1935.  The  average  net  income  an  acre  (net 
cash  income  less  the  value  of  unpaid  labor)  was  $5.33  in  1937,  $7.40  in  1936, 
$5.14  in  1935,  $5.40  in  1934,  and  $1.47  in  1932  which  was  the  lowest  average  for 
any  year  since  1926  (Fig.  1).  The  accounting  farms  averaged  227  acres  a  farm  in 
both  1936  and  1937. 


Fig.   1. — Net  Cash  Income  an  Acre,   (Unpaid  Labor  Deducted), 
Illinois  Accounting   Farms,   1926-1937 


Farm  earnings  were  lower  on  a  cash  basis  in  1937  than  on  an  inventory  basis 
since  there  was  an  average  increase  in  inventory  of  $727  a  farm,  or  $3.20  an  acre. 
The  inventory  increases  for  the  year,  by  items,  were  as  follows:  livestock  $96, 
feed  and  grains  $279,  machinery  $275,  and  improvements  %77.  More  livestock 
were  inventoried  at  the  end  of  1937  than  at  the  beginning  since  the  average 
Illinois  farm  price  of  meat  animals  was  17  percent  less  on  January  1,  1938  than 
on  January  1,  1937.  The  increased  inventory  of  machinery  and  improvements 
indicates  that  purchases  for  the  year  were  in  excess  of  depreciation.  The  larger 
inventory  of  feed  and  grains,  in  spite  of  a  decline  of  47  percent  in  the  Illinois 
farm  price  of  grains,  is  explained  by  the  increase  in  the  quantity  of  grains  on 
farms.  The  average  accounting  farm  had  on  hand  January  1,  1937,  903  bushels 
of  corn  and  419  bushels  of  oats  as  contrasted  with  2524  bushels  of  corn  and  715 
bushels  of  oats  on  January  1,  1938. 

The  weighted  average  yield  of  corn,  oats,  wheat,  soybeans,  and  hay  for  Illinois 
was  18  percent  larger  in  1937  than  for  the  ten  year  period  1924-1933.  Corn  and 
oats  yields  last  year  were  the  highest  in  the  72  years  for  which  crop  records  are 
available. 

The  gross  cash  income  for  1937  averaged  $5309  a  farm,  or  only  $65  less  than 
for  1936.  Cash  farm  business  expenditures,  on  the  other  hand,  averaged  $390  a 
farm  larger.  The  average  cash  balance,  which  is  the  sum  available  for  family 
living  expenditures  and  for  interest  payments,  was  $1885  in  1937  and  $2340  in 
1936.  The  1(>37  cash  balance  for  the  various  type  of  farming  areas  was  as 
follows: 


Area  1 32224 

Area  2 2197 

Area  ?> 2155 


Area  4 $ivy> 

Area  5 1917 

Area  6 1414 


Area  7 $  909 

Area  8 1494 

Area  9 981 


The  increase  in  expenditures  may  be  explained  in  part  by  the  fact  that  prices 
paid  by  fanners  as  reported  by  the  Bureau  of  Agricultural  Fconomics,  averaged 
5  percent  higher  in  1937  than  in  1936.  Total  cash  expenditures  of  Illinois  account- 
ing fanners,  however,  averaged  13  percent  larger.  The  percentage  increases  of 
1937  expenditures  over  those  of  1936  were:  improvements  29  percent,  machinery 
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14  percent,  feed  7  percent,  crop  expense  35  percent,  hired  labor  17  percent,  taxes 
1  percent,  and  miscellaneous  7  percent.  Since  1934  farmers  have  been  repairing 
buildings  and  buying  new  machinery  to  compensate  for  the  lack  of  expenditures 
during  the  period  1931-33  when  farm  incomes  were  exceedingly  low  and 
expenditures  were  reduced  to  the  minimum. 


»rc 


3.  LIVESTOCK 
AND  GRAIN 


1     DAIRY 
AND   TRUCK 


5.  GENERAL 
FARMING 


6  WHEAT.  DAIRY 
AND  POULTRY 


9.  FRUIT  AND 
VEGETABLE 


8  GRAIN  AND 
LIVESTOCK 


Fig.  2. — Type-of-Farming  Areas  in  Illinois 


The  1937  net  cash  income  an  acre  was  much  higher  in  some  farming-type 
areas  than  in  others,  ranging  from  $1.28  in  Area  7  to  $7.76  in  Area  1  (Table  1). 
The  decline  in  earnings  from  1936  to  1937  was  less  than  3  percent  for  Areas  1 
and  6,  but  was  33  percent  for  Area  3,  37  percent  for  Area  4,  and  53  percent  for 
Area  7. 

Table  1. — Net  Cash  Income  an  Acre,  Illinois  Accounting  Farms,  by  Farming-Type  Areas 

for  the  Periods  1925-29,  1930-34,  and  for  1935,  1936,  and  1937 

Prospective  Corn  Acreages  and  Yields  for  1938 


Farming-type  areas 

1925-29 

1930-34 

1935 

1936 

1937 

^rea  1     Chicago  Dairy  Area 

Area  2     Northwestern  Mixed  Livestock 

#9.59 
7.94 
9.05 
8.91 
6.35 
3.26 
2.21 
4.57 
7.13 

?5.25 
4.92 
4.86 
4.46 
3.23 
2.03 
.91 
1.73 
3.74 

£3.32 
7.62 
6.00 
5.83 
4.23 
3.37 
2.97 
4.46 
5.14 

S7.95 
9.31 
9.11 
9.88 
4.98 
3.39 
2.73 
4.41 
7.40 

£7.76 
7.30 
6.12 
6.26 

\rea  5     West  Central  General  Farming 

\rea  6     St.  Louis  Dairy  and  Wheat  Area. .  .  . 

\rea  7     South  Central  Mixed  Farming 

I\rea  8     Wabash  Valley  Grain  and  Livestock 
State  average  (weighted  by  acres  in  area) .... 

4.72 
3.29 
1.28 
4.11 
5 .  3i 

The  small  decline  in  income  in  the  Chicago  and  St.  Louis  Dairy  Areas  was 
lue  largely  to  the  increased  price  of  dairy  products  in  1937.  Crop  yields  in  the 
Chicago  Area  were  low  in  1937  relative  to  other  parts  of  the  state,  but  yields  in 
the  St.  Louis  Area  were  high.  The  small  decline  in  income  for  Area  5  may  be 
redited  largely  to  crop  yields  which  were  very  low  in  1936  but  much  above 
normal  in  1937.  p.  E.  Johnston 

[177] 


THE  1938  CORN  ACREAGE  ALLOTMENTS 

.Many  people  in  Illinois  were  surprised  at  the  degree  of  reduction  called  fol 
by  the  corn  acreage  allotments  for  1938,  and  have  been  at  a  loss  to  understand 
why  it  is  so  great.  For  Illinois,  the  area  allotted  amounts  to  7,348,000  acres  com- 
pared with  9,451,000  planted  in  1937,  and  with  intentions  to  plant  which  indicated 
9,167,000  acres  for  1938.  The  allotments  consequently  called  for  a  reduction  of 
1,819,000  acres  or  19.7  percent  compared  with  the  intended  acreage  for  this  year. 

One  of  the  reasons  why  some  people  thought  so  drastic  a  reduction  not  neces- 
sary this  year  was  that  the  intentions  indicated  a  total  acreage  for  the  United' 
States  of  94,595,000  acres  whereas  the  national  goal  announced  for  the  1938 
Agricultural  Conservation  program  was  94,000,000  to  97,000,000  acres.  Since  the 
acreage  indicated  by  intentions  was  well  within  the  range  of  the  announced  goal, 
it  seemed  that  little  or  no  reduction  from  the  intended  acreage  should  be  required. 

It  must  be  remembered,  however,  that  the  ultimate  goal  of  the  program  is  to 
control  supplies.  Hence,  production  needs  to  be  considered  as  a  goal  rather  than 
an  acreage.  In  accordance  with  the  new  law  the  "reserve  supply  level."  that  is, 
the  supply  of  corn  at  which  the  program  aims,  was  placed  at  2,640  million  bushels. 
This  is  10  percent  more  than  the  combined  "normal"  consumption  plus  "normal" 
exports  of  2,400  million  bushels.  The  carryover  from  the  1937  crop  has  been 
variously  estimated  at  from  350  to  400  million  bushels.  In  the  opinion  of  the 
writer,  the  larger  figure  is  likely  to  be  more  nearly  right  than  the  former.  If  it  is 
subtracted  from  the  reserve  supply  level,  the  remainder  is  2,240  million  bushels — 
the  size  of  crop  at  which  the  Conservation  Program  might  aim. 

The  intended  corn  acreage  for  1938  is  so  concentrated  in  the  more  fertile' 
regions  that  average  yields  on  that  acreage  would  produce  a  crop  considerably 
in  excess  of  2,240  million  bushels.  Detailed  figures  for  seven  states  and  the 
United  States  total  are  shown  in  the  following  table. 

Prospective  Corn  Acreages  and  Yields  for  1938 


State 


Iowa 

Illinois 

Nebraska 

Minnesota 

Indiana 

Missouri 

Ohio 

All  other  states . 
U.  S.  total 


Average  yields  per 

acre  harvested 

1923-1932 

Acreage  indicated 

to  be  planted 

by  intentions 

1938 

Resulting  crop  with 
average  yields1 

bu. 

1,000  acres 

1,000  bushels 

37.8 

10,853 

410.243 

36.0 

9,167 

330,012 

24.0 

8,343 

200,232 

31.2 

4,740 

147,888 

34.6 

4.471 

154,697 

25.0 

4,303 

107,575 

36.6 

3,682 

134,761 

49,036 

933,124 

94,505 

2,418,532 

'Assuming  average  yields  per  acre  harvested  during  the  period   1923-1932. 
calculated  separately  state  by  state. 


Figures  for  all  other  states  an 


The  crop  of  2,419  million  bushels,  which  would  be  obtained  from  average 
yields  in  each  of  the  states  on  the  acreage  indicated  by  intentions,  would  be  17? 
million  bushels  or  8  percent  in  excess  of  the  production  goal  calculated  above. 

This  indicates,  consequently,  that  there  is  need  for  some  reduction  in  acreag< 
below  that  indicated  by  intentions,  but  with  only  an  8  percent  decrease  requirec 
for  the  country  as  a  whole  why  should  there  be  a  19.7  percent  decrease  called  fo: 
by  the  Illinois  allotments?  Part  of  the  reason  is  that  corn  allotments  are  beinj 
made  only  in  the  "commercial  corn  area"  which  includes  a  little  less  than  one-hal 
of  the  total  corn  acreage  of  the  country.  Farmers  in  the  commercial  corn  are; 
are  being  called  upon  to  make  the  entire  reduction  necessary  to  bring  productioi 
down  to  the  goal.  Furthermore  the  allotments  appear  to  have  been  made  on  th< 
assumption  that  there  would  be  a  good  deal  less  than  full  compliance. 
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This  is  not  the  entire  explanation,  however.  Although  a  very  large  reduc- 
tion from  intended  acreage  is  called  for  by  the  Illinois  allotments,  there  are  other 
portions  of  the  commercial  corn  area  where  it  appears  that  no  reduction  is  asked 
for  from  the  acreage  intended.  This  results  from  the  fact  that  in  many  states, 
there  has  been  a  marked  reduction  in  corn  acreages  in  recent  years.  The  principal 
decreases  have  occurred  in  states  which  are  less  well  adapted  to  the  growing  of 
corn  than  are  Illinois  and  Iowa.  Among  the  states  which  have  had  outstanding 
decreases  in  acreage  from  1932  to  1937  are  Kansas,  Missouri,  and  Nebraska. 

The  following  table  compares  the  ten-year  average  acreage  with  acreage  in- 
tentions for  1938,  and  the  1938  allotted  areas  in  six  important  corn-belt  states: 

Corn  Acreages  in  Selected  Corn-Belt  States 


Planted  10-year 
average 
1028-1937 


Planted1 
1937 


Indicated  by 

intention1 

1938 


Allotment 
1938 


ttf 


::;' 


Illinois 

Iowa 

Indiana: 

Commerical  area 

Non-commercial  area . 

Total 

Missouri: 

Commercial  area 

Non-commercial  area . 

Total 

Kansas: 

Commercial  area 

Non-commercial  area . 

Total 

Nebraska: 

Commercial  area 

Non-commercial  area . 

Total 


9,034 
11,017 

4,181 

281 

4,462 

4,190 
1,385 
5.575 

2,896 
3,228 
0,124 

8,026 
1,422 
9,448 


9,451 
11,189 

4,410 

296 

4,706 

3,202 
1,058 
4,260 

(1,416) 
(1,579) 
2.995 

7,460 
1,322 
8,782 


9,167 
10,853 

(4,189) 
(  296) 
4,471 

(3,234) 
(1.069) 
4,303 

(1,275) 
(1,421) 
2,696 

(7,087) 
(1,256) 
8,343 


7,348 
9,249 


■Figures  in  parentheses  are  only  rough  approximations  based  on  a  distribution  of  the  total  acreages  for  1937 
and  1938  in  the  same  proportion  as  acreages  were  distributed  between  the  commercial  and  non-commercial  areas  in 
the  ten-year  period. 

For  Illinois  and  Iowa  only  one  set  of  figures  is  given  whereas  for  the  other 

:  four  states  the  entire  state  acreage  is  divided  into  two  parts,  the  commercial  and 

in    the  non-commercial  corn  growing  areas.    This  is  because  all  of  Illinois  and  Iowa 

are  included  in  the  commercial  area.    There  are  no  acreage  allotments   for  the 

-  non-commercial  areas.    The  figures  given  in  parentheses  under  1937  acreage  and 

1938   intentions   are   only  rough  approximations.    The   Bureau   of   Agricultural 

Economics  reports  on  the  acreages  indicated  by  intentions  give  only  state  totals 

and  the  allocation  between  the  commercial  and  non-commercial  areas  for  the  four 

states  Missouri,  Kansas,  Nebraska,  and  Indiana  is  made  on  the  assumption  that 

the  acreage  indicated  by  intentions  for  1938  is  distributed  between  these  areas  in 

:he  same  proportion  as  was  the  ten-year  average  acreage. 

The  1938  allotments  for  each  state  are  below  the  ten-year  average  by  approxi- 
mately the  same  percentage,  but  they  comprise  a  very  different  percentage  of  the 
1937  acreage  and  of  the  intended  acreage  for  1938.  This  difference  is  of  course 
hie  to  the  decreases  which  had  previously  been  made  in  acreage  of  the  western 
states.  The  allotments  for  the  commercial  area  of  Missouri  and  Nebraska  are 
ust  about  equal  to  the  area  planted  in  1937  and  to  the  area  indicated  by  1938 
ntentions.  In  Kansas  the  area  allotted  in  the  commercial  region  is  far  above  the 
ipproximate  area  planted  in  1937  and  the  area  indicated  by  intentions  for  1938. 
n  Illinois,  Iowa,  and  Indiana,  on  the  other  hand,  the  1938  allotments  are  far 
ielow  the  1937  area  planted  and  the  area  indicated  by  the  1938  intentions. 

E.  J.  Working 


'"'Original  data  for  Tables  A  and  B  were  obtained  from  the  following  sources:  (1)  Bureau  of  Agri- 
ultural  Economics,  U.S.D.A.  Beginning  with  January,  1936,  cash  income  to  Illinois  farmers  includes  the 
evised  estimates  of  the  Bureau;  (2)  Illinois  Crop  Reporting  Service,  Illinois  State  Department  of  Agricul- 
ire,  and  U.  S.  Department  of  Agriculture,  cooperating;  (3)  Monthly  data  include  an  average  of  current 
lonth  with  eleven  preceding  months;  (4)  Federal  Reserve  Board;  (5)  National  Industrial  Conference 
•oard.     For  explanations   of  computations,   see   Number  2,   July,    1935. 
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Table  A. — Indexes  of  Business  Conditions,  Same  Month  1921-1929  =  100 


1929 

1930 

1931 

1932 

1933 

1934 

1935 

1936 

1937 

May,  1937 
Jan.,  1938. 
Feb.,  1938 
Mar.,  1938 
Apr.,  1938, 
May,  1938 


Whole- 
sale 
prices  of 

Farm 

prices 

Cash  income  to 
Illinois  farmers 

Pi  ices 
paid  by 
farmers 
for  com- 
modities 
bought 
(U.  S.)' 

Pur- 
chasing 
power  of 
income  to 
Illinois 
farmers 

Factory 
payrolls 
in  the 
United 
States* 

Cost  of 
living 
in  the 
United 
States5 

Pur- 

Illinois2 

United 
States' 

mod'ties 
(U.S.)' 

Millions' 

Indexes3 

factory 
payrolls 

97 

109 

103 

£548.6 

108 

100 

108 

112 

99 

113 

88 

95 

89 

459.7 

91 

96 

95 

91 

96 

95 

74 

65 

61 

309.5 

61 

82 

74 

69 

86 

80 

66 

44 

46 

228.7 

45 

71 

63 

48 

77 

62 

67 

47 

49 

276.7 

55 

70 

79 

51 

74 

69 

76 

64 

64 

312.7 

62 

80 

77 

64 

78 

82 

82 

88 

76 

378.1 

75 

82 

91 

73 

82 

89 

82 

91 

80 

453.1 

90 

81 

111 

85 

84 

101 

88 

102 

86 

472.8 

93 

85 

109 

101 

87 

116 

90 

112 

92 

37.8 

95 

87 

109 

107 

88 

122 

81 

79 

71 

37.8 

93 

83 

112 

77 

86 

90 

80 

76 

68 

32.0 

92 

82 

112 

75 

86 

87 

80 

77 

68 

33.0 

91 

82 

111 

74 

86 

86 

80 

76 

67 

38.4 

90 

82 

110 

72 

86 

84 

80 

74 

66 

82 

Table  B. — Prices  and  Price  Indexes  of  Illinois  Farm  Products 


Product 


Corn,  bu 

Oats,  bu 

Wheat,  bu 

Barley,  bu 

Hogs,  cwt 

Beef  cattle,  cwt. 

Lambs,  cwt 

Milk  cows,   head 
Veal  calves,  cwt. 

Sheep,  cwt 

Horses,  head .... 

Butterfat,  lb 

Milk,  cwt 

Eggs,  doz 

Chickens,  lb 

Wool,  lb 

Apples,  bu 

Hay,  ton 

Potatoes,  bu 

Illinois  index  of  fa 


May  average 


1910-14 


$       .59 

.39 

.94 

.65 

7.42 

6.02 

6.28 

54.00 

6.86 

4.72 

153.00 


1 


15 

.16 

.12 

.19 

1.30 

14.31 

.82 

rm  prices. 


1921-29 


5      .74 

.42 

1.29 

.67 

9.30 

7.90 

11.83 

72.00 

9.79 

6.38 

89.00 

.37 

2.06 

.22 

.22 

.32 

2.01 

14.37 

1.34 


May 
193/ 


$1.24 

.50 

1.20 

1.01 

9.90 

8.70 

10.30 

60.00 

8.70 

4.40 

1 1 1 . 00 

.29 

1.75 

.17 

.14 

.35 

1.80 

16.00 

1.45 


April 
1938 


.26 
.76 
.63 

8.10 

7.40 

7.80 

60.00 

8.70 

3.50 

95 .  00 

.25 

1.70 

.14 

.17 

.17 

.95 

8.90 

.75 


May 
1938 


.4y 

.25 
.72 
.61 
.70 
.40 
.60 


59.00 

8.30 

3.45 

95 .  00 

.23 

1.60 

.16 

.16 

.18 

.95 

8.10 

.85 


Indexes:   same 

uonth 

1921-1929   = 

100 

May 

April 

May 

193  7 

1938 

1938 

168 

69 

60 

119 

62 

60 

93 

60 

56 

151 

96 

91 

106 

86 

83 

110 

97 

94 

87 

67 

64 

83 

84 

82 

89 

88 

85 

69 

52 

54 

125 

107 

107 

78 

61 

62 

85 

78 

78 

76 

66 

74 

66 

76 

73 

109 

54 

56 

90 

46 

47 

111 

63 

56 

108 

56 

63 

112 

76 

74 

1  "Sources  of  data  same  as  previous  month. 


THE  UNIVERSITY  OF  ILLINOIS 

COLLEGE  OF  AGRICULTURE 
URBANA,  ILLINOIS 


Penalty   for  private  use  to  »• 
payment   of   postage  $ 


director 


FREE— Co-nperntive  Agricultural  Extension 
Work.    AcU  of  May  «  and  June  ■':".   I'll 


Illinois  Farm  Economics 


Department  of  Agricultural  Economics,  College  of  Agriculture  and  Agricultural  Experi- 
ment Station,  in  cooperation  with  the  Extension  Service  in  Agriculture 
and  Home  Economics,  University  of  Illinois 


Urbana 


July,   1938 


Number  38 


CURRENT  ECONOMIC  DISCUSSIONS  ON  THE  AIR 

The  following  special  Agricultural  Economics  broadcasts  are  a  part  of  the  pro- 
grams in  Agriculture  and  Home  Economics  which  are  broadcast  regularly  by  the 
College  of  Agriculture.  The  Agricultural  Programs  are  daily  except  Saturday  at 
12:30  to  1:00  p.m  The  Home  Economics  Programs  are  Monday,  Wednesday,  and 
Friday,  10:02-10:15  a.m.,  Station  WILL,  580  Kilocycles. 

August   5 — "Harvest  Caravans" — E.  H.  Regnier,  L.   F.  Demming. 

August  12 — "Social  and  Economic  Consequences  of  Soil  Depletion" — R.   C.   Ross, 
D.  E.  Lindstrom,  V.  B.  Fielder. 

August  19 — "The    Current    Economic   Situation   as   it   Affects   the    Farmer"— P.    E. 
Johnston. 

August  26 — "Dairy  Supplies  and  Outlook" — R.  W.  Bartlett. 


CROP  PROSPECTS 

Based  upon  July  1  prospects,  the  country  presents  a  very  satisfactory  picture 
of  crop  production  for  1938.  While  production  of  several  crops  is  still  dependent 
upon  weather  conditions  and  there  is  considerable  late  corn,  prospects  indicate 
production  of  most  crops  in  excess  of  that  for  the  10  years,  1927-36,  tho  ma- 
terially less  than  the  record  crops  of  1937  (Table  1).  This  description  also  fits 
Illinois,  in  which  conditions  are  good  to  excellent  except  in  the  southern  counties, 
where  they  are  rated  as  fair. 

Stocks  of  corn,  wheat,  and  oats  on  farms  July  1,  both  in  Illinois  and  the 
United  States,  were  much  greater  than  the  10-year  average,  and  far  in  excess 
of  the  short  carryover  of  a  year  ago. 


The  outlook  information  in  this  issue  is  based  upon  reports  issued  by  the  Bureau  of  Agricultural  Economics, 

United    States   Department    of  Agriculture — R.    C.    Ross,   Editor. 

Printed  in   furtherance  of  the  Agricultural  Extension   Act  approved  by  Congress   May  8,    1914.    J.   C.   Blair, 

Director,  Extension  Service  in  Agriculture  and   Home  Economics,   University  of   Illinois 


Table  1. — Indicated  Crop  Production  July  1,  1938,  Compared  with  Production  in  1937 
and  Average,  1927-36,  and  Stocks  on  Farms,  July  l1 

(Thousands) 


Corn,  bu 

Wheat,  all,  bu 

winter,  bu 

all  spring,  bu 

Oats,  bu 

Barley,  bu 

Hay,  all  tame,  tons 

Hay,  clover  and  timothy,2  tons 

Hay,  alfalfa,2  tons 

Potatoes,  bu 

Apples,  bu 

Peaches,  bu 

Pears,  bu 


Illinois 


289,731 

33,377 

31,588 

1,789 

118,709 

8,174 

3,272 

1,628 

617 

3,809 

4,099 

1,424 

493 


444,197 

45,724 

45,150 

574 

162,208 

3,712 

3,346 

737 

652 

3,120 

8,960 

2,117 

999 


Indicated 
July  1,  1938 


319,618 

41,213 

40,635 

5  78 

124,775 

4,292 

4,034 

1,705 

836 

3,330 

4,032 

1,425 

418 


United  States 


2,306,157 

752,891 

546.396 

206,494 

1,042,461 

234,895 

69,754 

28,333 

23,948 

369,693 

150,728 

52,498 

24,326 


2,644,995 

873,993 

685,102 

188,891 

1,146.258 

219,635 

73,785 

24,335 

27,056 

393,289 

210,673 

59,724 

29,548 


Indicated 
July  1,  1938 


2,482,102 

967,412 

715.425 

251,987 

1,093,829 

239,375 

79,488 

27.571 

28,951 

386,660 

134,394 

53.651 

31,049 


Stocks  on  Farms,  July  1 


Corn,  bu. . 
Wheat,  bu 
Oats,  bu.. . 


75,112 

1,396 

14,694 


24,741 
1,093 
8,965 


142,877 

2,743 

30,820 


405,332 
51,691 
152,583 


155,115 
21,851 
88,156 


640,861 

59,258 

193,036 


'From  U.  S.  D.  A.  Crop  Report,  July  1,  1938.     -Included  in  tame  hay. 


Table  2. — Statistical  Summary  of  the  Survey  of  Cooperative  Associations  in  Illinois,  1936 


Kind  of  organization 


Grain  marketing1 

Livestock  marketing 

Shipping  associations 

County  marketing 

Terminal  commission.  .  .  . 
Total 

Dairy  marketing 

Milk  bargaining 

Milk  distributing 

Bargaining  and  processing 

Creameries 

Cheese  factories 

Produce  buying 

Total 

Fruit  and  vegetable 

marketing 

Seed  marketing  and 

purchasing 

Purchasing 

Petroleum 

General  supply 

Grand  total 


No.  of 
ass'ns 


59 
6 
5 

70 


19 
7 
4 
15 
29 
14 
xs 


645 


No.  of 
members 


12,351 

4,600 

136,750 

153,701 


23,944 

1,904 

359 

11,393 

595 
1,316 

39,511 


61,838 
4,575 


30I.32S 


No.  of 
patrons 


18,336 

2,340 

430 

12,064 

851 

2,675 

36,696 


1,320 


83,467 

10,372 


Sales  of 
farm  products 


$  65,995,003 


5,673,720 

2,595,015 

64,648,251 

72,916,986 


22,039,485 

1,583,595 

955,004 

2,724.763 

7  73.133 

271,8033 

28,347,783 


385.0831 
287.281 


None 
None 


*167,932,136 


Sales  of 
farm  supplies 


$  9,441,741 


266,278 

59,098 

None 

325,376 


4,168 

26,033 

6,926 

9,788 

None 

239,452 

286,367 


136,758 


11,764,724 
1,062,562 


^23.135.216 


Total  assets 


^15,610,420 


165,952 

68,138 

944,395 

1,178,485 


542,209 

541,717 

83,816 

610,090 

79,830 

131,087 

1,988,749 


4,617.096 
607.054 


£24,363,102 


Net  worth 


S10.812.SS5 


72,355 
28,018 

.SJ2.277 
622,650 


328,932 
337,733 

50,282 
415.345 

70.353 

103,261 

1,311,911 


106,000 
145,45  7 


2,746.410 
511,142 

S16, 256,455 


J 


'Local  farmers'  elevators  only.    2Most  patrons  automatically  made  members. 
♦This  was  reduced  by  the  very  small  fruit  crop  in  1936. 


'Includes  poultry  and  egg  sales. 
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A  SURVEY   OF  ILLINOIS  COOPERATIVE   MARKETING 
AND  PURCHASING  ASSOCIATIONS 

A  survey  of  farmers'  cooperative  marketing  and  purchasing  associations  in 
Illinois  was  made  in  1937  by  the  Department  of  Agricultural  Economics  of  the 
University  of  Illinois  in  cooperation  with  the  St.  Louis  Rank  for  Cooperatives. 
Personal  visits  were  made  to  most  of  the  associations;1  the  period  covered  by  the 
data  collected  refers  to  the  last  year  for  which  records  were  available,  usually  the 
calendar  year  1936.  This  report  is  based  upon  figures  tabulated  by  the  University 
of  Illinois. 

Complete  reports  secured  from  645  farmers'  cooperative  marketing  and  pur- 
chasing associations  revealed  the  following  facts: 

Number  of  associations 645 

Number  of  members 304,328 

Number  of  patrons 231,507 

Sales  of  farm  products #167,932,136 

Sales  of  farm  supplies 23,135,216 

Total  assets 24,363,102 

Net  worth 16,256,455 

Similar  figures  for  each  of  the  various  types  of  cooperative  associations  are 
given  in  Table  2.  For  those  who  wish  more  details  than  are  given  in  this  report, 
this  department  can  supply  special  summaries  for  each  of  the  following  types  of 
cooperative  associations:  (1)  Grain  marketing  associations;  (2)  Livestock 
marketing  associations;  (3)  Dairy  marketing  associations;  (4)  Purchasing 
associations. 

Grain  Marketing  Associations.  The  grain  marketing  associations  in  this 
report  include  only  local  farmers'  elevators.  Figures  were  obtained  for  377 
associations.  In  addition  to  the  data  in  Table  2,  the  facts  obtained  from  the 
survey  may  be  summarized  as  follows: 

Grain  handled,  total 93,187,000  bushels 

Grain  handled  per  company 251,179  bushels 

Expense  per  dollar  of  sales 4  cents 

Rate  earned  on  total  assets 8.4  percent 

Net  worth  per  dollar  of  stock  outstanding #1.59 

Companies  which  paid  patronage  dividends 70 

Patronage  dividends  paid #    254,125 

Credit  used  in  1936 #2,195,543 

Members  who  were  producers 87  percent 

Members  who  were  patrons 83  percent 

Patrons  who  were  members 36  percent 

Business  with  members 57  percent 

Eight  of  the  associations  were  organized  before  1900,  but  the  most  active 
period  of  organization  was  from  1915  to  1919  when  106  of  the  377  companies 
were  chartered.  Most  of  these  associations  are  located  in  the  cash  grain  areas 
in  eastern  and  central  Illinois,  with  very  few  in  the  southern  and  southwestern 
counties.  One  half  of  the  companies  required  members  to  purchase  a  share  of 
stock  at  $100  (par  value),  while  an  additional  21  percent  required  the  purchase 
of  a  $50  share. 

Livestock  Marketing  Associations.  Three  classes  of  livestock  associations 
iwere  interviewed. 

(a)  Livestock  shipping  associations,  survivors  of  the  large  number  which 
formerly  served  the  state,  are  located  principally  in  the  western  and  northwestern 
:ounties.    All  but  two  were  organized  between  1915  and  1924.    In  most  of  them 

'The  courteous  cooperation  of  the  managers  and  others  connected  with  the  associations  is 
acknowledged. 
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each  shipper  automatically  becomes  a  member.    An  interesting  trend  is  that  somd 
of  the  associations  have  started  to  handle  feed  and  other  farm  supplies. 

(b)  County  marketing  associations  are  found  in  east  central  Illinois.  All 
were  organized  (hiring  the  period  1929  to  1935.  Their  functions  vary,  but  usually 
include  trucking  to  the  county  assembling  point,  sorting,  insuring  and  selling. 
Each  association  usually  serves  all  or  parts  of  several  counties.  Membership  re- 
quirements vary  from  none,  except  delivering  livestock,  to  the  purchase  of  a  share 
of  capital  stock  at  $25. 

(c)  Cooperative  livestock  commission  associations  are  now  dominant  in  the 
field  of  cooperative  livestock  marketing  in  Illinois.  They  are  located  at  Chicago] 
East  St.  Louis,  Peoria,  and  Springfield,  and  were  organized  from  1921  to  1926. 
Any  producer  who  consigns  livestock  to  the  association  automatically  becomes 
a  member.  The  operating  expenses  averaged  1.1  cents  per  dollar  of  sales. 

Dairy  Marketing  Associations.  Six  types  of  associations  in  the  dairy 
marketing  field  are  recognized. 

(a)  Milk  bargaining  associations  are  located  at  almost  all  important  lluid 
milk  marketing  points  in  the  state.  They  were  organized  at  various  times  since 
1920.  The  membership  requirements  of  the  19  associations  were  as  follows 
(number  of  companies  in  parentheses) :  must  be  a  producer  (6)  ;  small  member- 
ship fee  (7)  ;  purchase  varying  amounts  of  stock  (6). 

(b)  Milk  distributing  associations  are  located  at  seven  points  in  the  state. 
Only  two  were  organized  before  1930.  Financial  requirements  for  membership 
ranged  from  none,  except  delivery  of  milk,  to  the  purchase  of  a  share  of  stock 
at  $100. 

(c)  Milk  bargaining  and  processing  functions  were  combined  in  four  as- 
sociations in  the  Chicago  dairy  area.  They  were  organized  between  1925  and 
1937.  Membership  was  acquired  by  purchasing  one  or  five  shares  of  preferred 
stock  at  $10  per  share. 

(d)  Cooperative  creameries  were  operating  at  15  points  in  Illinois  in  1931 
One  was  organized  before  1915,  four  from  1920  to  1929,  and  ten  from  1930  to 
1934.  Financial  requirements  for  membership  were  the  purchase  of  stock  as 
follows:  (number  of  companies  in  parentheses)  $100,  (3)  ;  $50,  (1)  ;  $25,  (3); 
$10,  (  1)  ;  free  share,  (6)  ;  and  no  requirement,  (1).  Nine  companies  paid  patron- 
age dividends  in  1936  totaling  $37,504.  Operating  expenses  averaged  8.7  cents 
per  dollar  of  sales.    The  rate  earned  on  total  assets  averaged   13.2  percent. 

(e)  Cooperative  cheese  factories  are  common  in  Stevenson,  Jo  Daviess,  and 
Carroll  Counties.  Three  of  these  were  organized  before  1900,  and  more  than 
one-half  between  1910  and  1919.  Twenty-seven  of  the  2(>  associations  operated 
on  a  pool  basis,  while  the  other  two  bought  milk  outright.  The  financial  require- 
ments for  membership  in  17  companies  was  the  purchase  of  a  share  oi  stock 
at  $25;  10  associations  had  higher  and  two  had  lower  requirements. 

(  f )   The  local  produce  buying  stations  include  cream  buying  stations,  genera 
produce  buying  stations,  and  general   stores  handling  cream,  eggs,  etc.    The   1 
associations  included  were  organized  at   various  times   from   1(M(>  to  1936. 

Fruit  and  Vegetable  Associations.  The  fruit  and  vegetable  association! 
included  companies  marketing  Strawberries,  apples,  peaches,  grapes,  and  onioi 
sets;  purchasing  fertilizer,  spray  materials,  and  packing  supplies;  and  operating 
a  packing  shed.   They  were  organized  at  various  times  after  1909. 

Seed  Marketing  and  Purchasing.  The  four  seed  associations  markete< 
redtop,  timothy,  clover,  alfalfa,  wheat,  and  seed  corn;  and  purchased  a  varietj 
of   farm   supplies. 

Purchasing  Associations.    Of  the  71  petroleum  supply  companies,  6-4  wen 
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"county"  associations  affiliated  with  the  county  farm  bureaus.  Ninety  percent 
of  the  companies  were  organized  during  the  10  year  period,  1925  to  1934.  The 
63  associations  affiliated  with  the  Illinois  Farm  Supply  Company  issued  gratis 
a  share  of  common  stock  to  their  patrons  who  were  members  of  the  farm 
bureau.  The  others  had  a  membership  fee  or  required  the  purchase  of  a  small 
amount  of  stock.  Expense  per  dollar  of  sales  averaged  19  cents.  The  rate  earned 
on  total  assets  averaged  32  percent.  Patronage  dividends  amounting  of  $1,105,670 
were  paid  by  67  companies.  The  book  value  of  stock  was  $2.30  for  each  dollar 
of  stock  outstanding. 

The  22  general  supply  companies  included  in  this  report  handled  a  wide 
variety  of  products  including  feed,  fuel,  seed,  inoculation,  serum,  building  ma- 
terials, implements,  hardware,  groceries  and  general  merchandise.  They  are 
located  in  various  parts  of  the  state.  Most  of  them  were  organized  from  1920 
to  1929.  The  most  common  financial  requirement  for  membership  was  the  pur- 
chase of  a  share  of  stock  at  $100,  although  a  few  offered  lower  value  stock 
and  a  few  required  the  payment  of  dues. 

L.  H.  Simerl  and  L.  J.  Norton. 

MEASURES   OF  AGRICULTURAL   AND   BUSINESS  CONDITIONS 

With  this  issue  of  Illinois  Farm  Economics  changes  are  being  made  in  Tables 
A  and  B,  which  are  carried  regularly  in  each  issue.  Consequently,  it  seemed  de- 
sirable in  the  current  issue  to  extend  some  of  the  series  farther  back  than  is 
customary,  and  also  to  include  some  explanation  of  the  significance  of  the  various 
series,  how  they  are  derived,  and  how  they  may  be  brought  to  date  from  other 
contemporary  sources. 

In  the  first  four  columns  of  Table  A  are  indexes  of  commodity  prices;  the 
first  two  are  on  a  1926  base — that  is,  the  year  1926  is  made  to  equal  100,  and  the 
third  and  fourth  columns  are  on  a  1924-29  base  (the  average  of  the  period 
1924-29=100).  The  first  column  represents  the  index  of  wholesale  prices  of 
all  commodities  as  compiled  by  the  United  States  Bureau  of  Labor  Statistics. 
This  index  includes  prices  of  813  articles,  weighted  according  to  their  relative 
importance.  These  813  articles  fall  into  10  major  groups  including  prices  of 
farm  products,  foods,  hides  and  leather,  textile  products,  fuel  and  lighting,  metals 
and  metal  products,  building  materials,  chemicals  and  drugs,  house  furnishing 
goods,  and  miscellaneous  commodities.  This  index  of  wholesale  prices  includes 
almost  every  type  of  commodity  purchased  or  sold,  and  provides  a  useful  cross- 
section  picture  of  changes  in  the  level  of  wholesale  prices  from  year  to  year 
and  from  month  to  month. 

The  second  column  is  the  index  of  wholesale  prices  of  farm  products.  It  is 
one  of  the  component  groups  of  the  all  commodities  index  of  the  United  States 
Bureau  of  Labor  Statistics.  It  represents  an  average  of  67  different  price  series 
of  the  principal  farm  products,  including  grains,  livestock,  livestock  products, 
vegetables,  fruits,  cotton,  hay,  wool,  tobacco,  and  other  miscellaneous  products. 
Prices  paid  at  selected  central  wholesale  markets  are  used.  The  third  column  is 
the  index  of  prices  received  by  Illinois  farmers  for  their  products.  This  index 
includes  prices  of  21  important  and  representative  Illinois  farm  products  which 
represent  about  94  percent  of  the  total  Illinois  cash  farm  income.  The  index 
of  Illinois  farm  prices  as  compiled  by  the  Illinois  State  Agricultural  Statistician 
on  a  1910-14  base  is  converted  to  the  1924-29  base  by  multiplying  by  .7151.  This 
adjusts  for  the  difference  between  1910-14  and  1924-29  prices. 

The  index  of  prices  paid  by  farmers,  which  appears  in  the  fourth  column,  is 
calculated  from  the  series  computed  by  the  United  States  Bureau  of  Agricultural 
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Table  A. — Indexes  of  United  States  Agricultural  and  Business  Conditions 


Commodity  prices 

Income  from  farm  marketings 

Non- 
agricul- 
tural 
income8 

Factory 
payrolls9 

Year  and 

Wholesale  prices 

Illinois 
farm 
prices3 

Prices 
paid  by 
farmers4 

U.  S. 

Illinois 

Indus- 
trial 
produc- 
tion10 

All  com- 
modities1 

Farm 

products2 

In 
money6 

In 
money6 

In  pur- 
chasing 
power7 

1921    

1926 
=  100 

98 

97 
101 

98 
103 
100 

95 

97 

95 

86 

73 

65 

66 

75 

80 

81 

86 

81 

80 

80 

79 

78 

78u 

1926 
=  100 

88 

94 

99 
100 
110 
100 

99 
106 
105 

88 

65 

48 

51 

65 

79 

81 

86 

72 

70 

70 

68 

68 

68" 

1924-29 
=  100 

81 

81 

85 

91 
106 

99 

97 
103 
104 

89 

62 

41 

45 

61 

82 

86 

96 

74 

71 

72 

70 

69 

70 

1924-29 
=  100 

99 

97 

99 

99 
102 
101 

99 
101 

99 

94 

80 

69 

71 

80 

81 

80 

84 

82 

82 

81 

81 

81 

80" 

1924-29 
=  100 

96 
102 

98 

99 
101 
103 

83 

58 

43 

49 

57 

64 

75 

81" 

70 

62 

67 

70 

68" 

1924-29 
=  100 

i02 
104 

98 

91 
100 
103 

87 

58 

43 

51 

55 

65 

82 

86 

85 

79 

80 

85 

88 

1924-29 
=  100 

ioi 

102 

97 

92 

99 
104 

93 

72 

62 

72 

69 

80 
102 
102 
104 

96 

99 
105 
109 

1924-29 
=  100 

73 

76 

87 

90 

96 
100 
102 
104 
107 
100 

86 

68 

63 

72 

77 

87 

96 

90 

88 

88 

87 

86 

1923-25 
=  100 

77 

82 
103 

96 
101 
104 
102 
102 
109 

88 

67 

46 

49 

63 

71 

82 

98 

72 

73 

73 

71 

69" 

1923-25 
=  100 

67 

1922 

85 

192.4 

1924 

1925 

102 
94 

104 

1926 

108 

1927 

106 

1928 

111 

1929 

119 

1930 

1931 

96 
81 

1932 

64 

1933 

76 

1934 

79 

1935 

90 

1936 

105 

1937 

110 

1938  Jan 

80 

Feb 

79 

79 

77 

May 

76" 

1_"The  first  source  is  for  annual  data;  the  second  is  for  current  data  from  which  tables  may  be  brought  to  date. 

'Survey  of  Current  Business,  1936  supplement,  U.  S.  Dept.  of  Commerce;  subsequent  monthly  issues.  2Same  as 
footnote  1.  'Illinois  Crop  and  Livestock  Statistics,  Circular  438  (1937);  monthly  mimeographs  of  Statistical  Tables 
for  Illinois  Crop  Report,  converted  from  1910-14  =100  to  1924-29  =  100  by  multiplying  by  .7151.  Agricultural  Situa- 
tion, Bureau  of  Agricultural  Economics,  U.  S.  D.  A.;  Agricultural  Situation,  converted  from  1910-14  =100  to  1924-29  =» 
100  by  multiplying  by  .6486.  Calculated  from  data  furnished  by  Bureau  of  Agricultural  Economics;  Survey  of  Cur- 
rent Business,  seasonally  adjusted.  Calculated  by  Department  of  Agricultural  Economics,  University  of  Illinois, 
seasonally  adjusted.  Data  from  Farm  Income,  Bureau  of  Agricultural  Economics;  B.A.E.  monthly  mimeograph, 
Receipts  from  Sale  of  Principal  Farm  Products  (government  payments  not  included).  'Obtained  by  dividing  In 
Illinois  Farm  Income  (column  6)  by  Index  of  Prices  Paid  by  Farmers  (column  4).  8Monthly  Indexes  of  Non-Agri- 
cultural and  National  Income,  Supplement,  August,  1937,  B.A.E.;  Price  and  Demand  Situation,  or  Agricultural  Situa- 
te m.  "Survey  of  Current  Business,  1936  Supplement;  subsequent  monthly  issues,  unadjusted  for  seasonal  variation. 
'"Federal  Reserve  Bulletin  of  Federal  Reserve  Board,  September,  1933  and  subsequent  issues;  Survey  of  Current 
Business,  seasonally  adjusted.        "Preliminary  estimate. 

Economics,  and  represents  index  numbers  of  prices  paid  by  farmers  for  products 
used  in  production  and  for  family  living  for  the  country  as  a  whole.  Figures 
for  the  State  of  Illinois  alone  are  not  available  but  it  is  presumed  that  they  would 
differ  but  little  from  the  corresponding  figures  for  the  United  States.  The 
original  series  which  is  computed  on  a  base  of  1910-14=  100  is  converted  to  the 
1924  Z{>  base  by  multiplying  by  .6486. 

In  columns  five  to  eight  appear  indexes  of  income,  the  first  three  are  incomj 
from  marketings  of  farm  products  and  the  last  is  non-agricultural  income.  All  ot 
these  income  indexes  are  on  a  1924-29  base,  and  adjusted  for  seasonal  variation, 
SO  as  to  eliminate  the  variations  which  typically  occur  between  seasons. 

The  first  of  these  four  income  columns,  column  5,  relates  to  farm  income  tor 
the  United  States  as  a  whole,  and  is  compiled  by  the  United  States  Bureau  of 
Agricultural  Economics.  Columns  0  and  7  refer  to  Illinois  farm  income.  Column 
()  represents  changes  in  money  income,  whereas  column  7  represents  the  value  of 
income  in  terms  of  dollars  of  constant  purchasing  power,  1924-29  relationships 
equalling  100.  This  index  of  the  purchasing  power  of  cash  farm  marketings 
measures  the  fanner's  cash  income  in  terms  of  goods  and  services  which  he  can. 
buy.     Both   of    these    indexes   are   calculated    by   the    Department    of    Agricultural 
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Economics  of  the  University  of  Illinois  from  data  of  monthly  receipts  of  sales  of 
principal  farm  products,  as  gathered  by  the  U.  S.  Bureau  of  Agricultural  Eco- 
nomics. Column  7  is  calculated  by  dividing  the  figures  in  column  6  by  the  index 
of  prices  paid  by  farmers  converted  to  a  1924-29  base  (column  4). 

It  will  be  noted  that  from  1924  to  1929,  when  the  index  numbers  of  prices 
paid  by  farmers  differed  little  from  the  100  level,  the  two  series  of  Illinois  farm 
income  indexes  (columns  6  and  7)  are  almost  identical.  In  1932,  however,  when 
prices  paid  by  farmers  had  fallen  to  approximately  69  percent  of  the  1924-29 
average,  the  index  of  purchasing  power  of  farm  income  was  far  higher  than  the 
index  of  money  income  because  prices  of  goods  bought  by  farmers  had  decreased. 

All  the  indexes  of  income  from  farm  marketings  are  adjusted  for  seasonal 
variation,  and  none  include  income  received  through  government  payments.  The 
question  might  be  raised  as  to  whether  such  income  ought  to  be  included.  Since 
these  payments  are  made  irregularly  both  from  month  to  month  and  from  one 
year  to  the  next,  they  tend  to  distort  the  representativeness  of  the  monthly 
indexes  and  so  were  excluded.  For  those  interested  in  the  level  of  the  total  cash 
farm  income,  the  following  table  may  prove  helpful.  These  figures  may  be  added 
to  columns  5  and  6  respectively  in  Table  A. 

Percent  of  1924-29  Cash  Farm  Income  from  Government  Payments 


United 

United 

Year 

States 

Illinois 

Year 

States 

Illinois 

1933 

1.6 

.7 

1936 

2.8 

3.1 

1934 

5.5 

4.2 

1937 

3.6 

2.9 

1935 

5.7 

6.4 

The  index  of  non-agricultural  income,  given  in  column  8,  is  compiled  by  the 
liureau  of  Agricultural  Economics;  it  is  computed  on  a  base  of  1924-29  = 
100.  This  index  measures  the  total  national  income,  excluding  agricultural 
income  and  is  much  broader  than  the  index  of  factory  payrolls.  It  includes 
receipts  from  interest,  rents,  salaries  and  profits,  and  wages  to  all  classes  of  labor 
including  those  paid  to  factory  payrolls.  This  index  constitutes  one  of  the  best 
measures  of  the  demand  for  farm  products.  It  is  adjusted  for  typical  seasonal 
variations. 

The  indexes  of  factory  payrolls  and  industrial  production  (columns  9  and  10) 
are  both  shown  on  a  1923-25  base,  as  used  by  the  agencies  which  originally  com- 
piled them.  The  index  of  industrial  production  is  adjusted  for  normal  seasonal 
variation. 

The  index  of  factory  payrolls,  like  that  of  non-agricultural  income,  is  a  good 
index  of  the  demand  for  farm  products.  Factory  payrolls  represent  about  one- 
sixth  of  the  income  measured  by  the  index  of  national  income.  Factory  payrolls 
are  a  better  index  of  demand  for  some  agricultural  products  than  is  the  less 
sensitive  index  of  non-agricultural  income  but  for  other  commodities  it  is  less 
satisfactory.  Payrolls  are  a  particularly  good  index  of  demand  for  commodities 
purchased  largely  by  laboring  classes.  For  example,  this  index  apparently  explains 
;he  demand  for  pork  better  than  the  index  of  national  income,  inasmuch  as  the 
aboring  classes  consume  more  than  their  proportionate  share  of  pork  and  pork 
products.  Note  that  this  index  fell  much  lower  in  1932  and  1933  than  did  the 
ndex  of  non-agricultural  income,  because  it  had  less  of  an  upward  trend,  and 
:ven  more  important,  because  factory  payrolls  are  much  more  sensitive  to  changes 
n  levels  of  business  activity  than  non-agricultural  income  as  a  whole. 

The  index  of  industrial  production  which  appears  in  column  10  is  perhaps  the 
nost  fundamental  measure  available  of  prosperity  and  depression.    Farm  income, 
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non-agricultural  income,  and  factory  payrolls  all  rise  and  fall  largely  because  of 
changes  in  the  level  of  industrial  production.  Furthermore,  the  demand  for  farm 
products  is  influenced  not  only  by  the  purchasing  power  of  laborers  and  other 

consumers,  but  also  by  the  quantities  of  farm  products  which  are  consumed  in 
industry.  It  is  also  a  good  measure  of  what  may  be  termed  the  "real  demand"  for 
farm  products;  i.e.,  of  changes  in  the  quantity  demand  at  given  prices  after 
account  is  taken  of  changes  in  the  purchasing  power  of  the  dollar. 

Table  B. — Prices  of  Illinois  Farm  Products1 


Product 


Corn,  bu 

Oats,  1)U 

Wheat,  bu 

Barley,  bu 

Soybeans,  bu. .  . 

Hogs,  cwt 

Beef  cattle,  cwt. 
Lambs,  cwt. .  .  . 
Milk  cows,  head 
Veal  calves,  cwt, 

Sheep,  cwt 

Butterfat,  lb. .  . 

Milk,  cwt 

Eggs,  doz 

Chickens,  lb. . . . 

Wool,  lb 

Apples,  bu 

Hay,  ton 

Potatoes,  bu. .  .  . 


Vearly  average 


$    .79 

.41 

1.27 

.65 

1.77 

9.80 

8.52 

12.00 

78.61 

11.25 

6.35 

.42 

2.31 

.27 

.21 

.35 

1.36 

1.27 

1.44 


55.00 

8.49 

3.66 

.31 

1.80 

.21 

.16 

.29 

1.15 

13.33 

1.22 


$    .94 

.39 

1.10 

.84 

1.20 

10.11 

8.93 

9.58 

61.00 

9.43 

4.09 

.32 

1.92 

.20 

.16 

.32 

1.18 

12.41 

1.12 


Current  months 


Mar. 


60.00 
8.90 
3.60 

.28 
1.85 

.15 

.16 

.23 

.85 

9.90 

.75 


Apr. 


1. 


60.00 

8.70 

3 .  50 

.25 

.70 

.  14 

.17 

.17 

.95 

8.90 

.75 


May 


$   .49 

.25 

.72 

.61 

.80 

7.70 

7.40 

7.60 

59.00 

8.30 

3.45 

.23 

1.55 

.16 

.16 

.18 

.95 

8.10 

.85 


June 


$    .49 

.23 

.68 

.51 

.80 

8.40 

7.80 

8.20 

59.00 

8.40 

3.40 

.22 

1.502 

.16 

.16 

.17 

.90 

7 .  80 

1.10 


'Illinois    Crop   and    Livestock    Statistics,    Cir.    438;    Monthly    price   releases,    State   Agricultural   Statisticia: 
'•'Preliminary. 
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CURRENT   ECONOMIC    DISCUSSIONS    ON   THE   AIR 

The  following  special  Agricultural  Economics  broadcasts  are  a  part  of  the  pro- 
grams in  Agriculture  and  Home  Economics  which  are  broadcast  regularly  by  the 
College  of  Agriculture.  The  Agricultural  Programs  are  daily  except  Saturday  at 
12:30  to  1:00  p.m.  The  Home  Economics  Programs  are  Monday,  Wednesday,  and 
Friday,  10:02-10:15  a.m.,  Station  WILL,  580  Kilocycles. 

September     2 — "The  Farm  Sports  Festival" — D.  E.  Lindstrom,  E.  H.  Regnier. 
September     9 — "New  Influences  Affecting  Landlord-Tenant  Relationships" — R.  H. 

Wilcox,  Joseph  Ackerman. 
September  16 — "The  Current  Economic  Situation  as  It  Affects  the  Farmer" — E.  J. 

Working,  K.  L.  Bachman. 
September  23 — "A  Message  to  Farm  Account  Keepers" — J.  B.  Cunningham,  M.  P. 

Gehlbach. 
September  30 — "Developments  in  the   Feed  and  Feeder  Situation" — R.   C.  Ashby, 

P.  E.  Johnston. 


THE  LIVESTOCK  SITUATION 

General   Business   Conditions.    The   demand   for  livestock   and   livestock 
cil  products  has  been  improving  for  two  months.   The  July  level  of  industrial  produc- 
tion was  about  six  percent  higher  than  for  June.  This  represents  an  upturn  coming 
at  the  end  of  a  decline  which  had  lasted  one  year.   There  is  a  possibility  that  the 


Pasture  Condition,  August  1, 1938* 


PERCEN 
OF    NORM 
80  and  oyer   [\  ,\  Good  to  excellent 
65  to  80  yV7?i  Poor  fo  fair 

50  to  65         E&Oj  Very  poor 
35  to  50         BH  Severe  drought 
Under  35        |  B   Extreme  drought 


.  DE.P 


Fig.  1. 


Pasture  Conditions  in  the  United  States  Have 
Been  Exceptionally  Good  This  Year 


?he  outlook  information  in  this  issue  is  based  upon  reports  issued  by  the  Bureau  of  Agricultural  Economics, 

United  States  Department  of  Agriculture — R.   C.   Ross,  Editor. 
rinted  in  furtherance  of  the  Agricultural  Extension  Act  approved  by  Congress  May  8,   1914.    J.   C.   Blair, 
Director,  Extension  Service  in  Agriculture  and  Home   Economics,   University  of   Illinois 


present  upturn  will  be  of  short  duration.  The  preponderance  of  evidence,  however, 
is  in  favor  of  some  improvement  for  the  next  few  months.  Any  sustained  increase 
in  the  volume  of  industrial  production  will  be  reflected  in  increased  returns  to 
livestock  producers  for  products  sold. 

The  most  significant  improvement  has  been  in  the  steel  and  automobile  indus- 
tries, both  of  which  now  have  higher  levels  of  production  than  was  anticipated. 
Consumption  has  been  exceeding  production  and  inventories  have  been  reduced. 
This  expansion  in  business  activity  has  apparently  been  in  response  to  consumer 
demand. 

Wholesale  prices  of  all  commodities  in  the  United  States  are  now  about  three 
percent  below  the  1935-1936  level.  In  contrast,  industrial  wages  are  slightly  higher 
than  they  were  in  1935  and  1936.  High  wage  rates  tend  to  retard  business  recovery 
when  not  supported  by  increased  production. 

Illinois  farm  prices  for  the  first  six  months  of  1938  were  30  percent  below  the 
average  for  these  same  months  in  1937.  With  the  large  volume  of  products 
marketed,  however,  receipts  from  the  sale  of  principal  Illinois  farm  products  fori 
the  first  six  months  of  1938  were  only  three  percent  less  than  the  receipts  for  this 
same  period  in  1937. 

Feed  Supply.  A  corn  crop  of  2,566  million  bushels  is  indicated  for  the 
United  States  on  the  basis  of  the  August  1  estimate.  This  indicated  production  is 
three  percent  less  than  the  crop  of  1937,  but  11  percent  above  the  average  crop  of 
the  ten-year  period,  1927  to  1936.  In  addition,  there  was,  on  July  1,  1938,  a  carry- 
over of  about  641  million  bushels  of  corn  from  the  1937  crop.  This  carryover 
represented  27.3  percent  of  the  production  of  the  previous  year.  Illinois  had  on 
hand,  July  1,  1938,  over  a  third  of  the  previous  year's  crop. 

The  numbers  of  livestock  are  now  low  and  increases  in  livestock  and  poultry 
during  the  coming  year  are  not  expected  to  increase  feed  grain  requirements  by 
more  than  five  percent.  //  nothing  happens  to  the  corn  crop,  the  total  supply  of 
feed  grain  per  unit  of  livestock  zvill  probably  be  larger  than  in  any  of  the  past  12 
years.  Hay  supplies  per  unit  of  hay-consuming  livestock  are  also  expected  to  be 
heavier  than  in  any  of  the  last  15  years  except  1927.  Farm  pastures  are  in  better 
than  average  condition  in  nearly  all  states.  For  the  country  as  a  whole  they 
average  better  than  in  any  August  since  1928  (Fig.  1). 

Beef  Cattle.  The  number  of  cattle  on  feed  for  market  on  August  1  was  re- 
ported to  be  about  12  percent  larger  in  the  Corn  Belt  states  than  a  year  ago.  This 
increase  compares  with  estimated  increases  of  20  percent  on  April  1  and  15  per- 
cent on  January  1,  1938.  Reports  from  feeders  indicate  that  they  intend  to  pur- 
chase more  feeder  cattle  during  the  rest  of  1938  than  they  purchased  in  the  same 
period  of  1937.  Total  marketings  in  the  first  six  months  of  1938  were  two  percenl 
less  for  cattle  and  14  percent  less  for  calves  than  those  for  the  first  six  month* 
of  1937. 

For  the  first  seven  months  in  1938,  five  percent  more  steers  were  received  ai 
Chicago  than  in  1936.  This  included  about  a  third  more  good,  choice,  and  primt 
steers,  and  a  third  less  of  medium  and  common  steers. 

The  number  of  cattle  to  be  slaughtered  during  the  second  half  of  1938  ma\ 
total  about  the  same  as  the  second  half  of  1937.  More  steers  will  probably  b< 
slaughtered,  but  the  cow  and  heifer  slaughter  is  likely  to  be  much  less  than  a  yeai 
ago.  Willi  excellent  pasture  conditions  in  the  range  area  and  with  increased  feet 
production  in  the  western  Corn  Bell  states,  it  is  very  likely  thai  the  number  o 
cattle  held  in  those  areas  for  feeding  and  for  replacement  will  be  larger  thai 
usual.  Facts  indicate  that  we  have  probably  reached  the  low  point  in  the  presen 
cattle  cycle  and  that  for  a  number  of  years  breeding  stock-  will  be  held  back.  T 
means  stiff  competition  for  feeder  cattle. 
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Sheep  and  Lambs.  In  1938  the  nation's  lamb  crop  was  estimated  at  32 
million  head,  the  largest  on  record.  This  year's  production  is  about  five  percent 
larger  than  the  1937  production  and  about  seven  percent  larger  than  the  1933-1937 
average.  Shipments  of  stocker  and  feeder  lambs  in  July  totaled  44  thousand  head 
as  compared  with  39  thousand  for  the  corresponding  period  of  1937.  The  price  of 
lambs  normally  declines  during  the  summer  months,  as  the  supply  of  grass  fed 
lambs  increases.   It  is  likely  that  1938  will  be  no  exception  to  this  rule. 

Hogs.  The  spring  pig  crop  for  1938  for  the  United  States  is  estimated  as 
13  percent  larger  than  in  1937.  The  number  of  sows  to  farrow  in  the  fall  season 
of  1938  is  indicated  as  nine  percent  larger  than  for  a  year  earlier.  If  these  esti- 
mates prove  to  be  accurate,  we  will  have  a  total  1938  crop  of  about  69  million  head 
of  pigs  as  compared  with  63  million  head  in  1937. 

Marketings  of  hogs  for  the  first  six  months  of  1938,  under  federal  inspection, 
were  five  percent  larger  than  for  1937,  but  29  percent  less  than  a  five-year  average. 
Receipts  of  hogs  at  seven  principal  markets  in  July,  1938,  were  734,000  head  as 
compared  with  692,000  head  in  July,  1937.  There  is  normally  a  rather  sharp 
seasonal  drop  in  the  price  of  hogs  from  the  summer  season  until  the  end  of  the 
year.  The  decline  this  year  will  be  accentuated  by  increasing  hog  numbers,  but 
may  be  counteracted  in  part  by  increasing  consumer  demand. 

P.  E.  Johnston 

The  Wheat  Outlook.  The  Illinois  farm  price  of  wheat  at  harvest  time  this 
year  was  only  about  half  the  price  of  a  year  earlier.  There  are  four  important 
reasons  for  this.  First,  supplies  of  wheat  are  much  larger.  Second,  last  year  at 
harvest  time  the  price  was  unduly  lifted  by  a  wheat  crop  scare.  Third,  business 
activity  is  lower  than  a  year  ago.  Fourth,  prices  of  corn  and  mill  feeds  were  much 
below  the  prices  at  harvest  time  last  year. 

Total  supplies  of  wheat  in  the  United  States  for  the  year  beginning  July  1, 
1938  are  estimated  at  1,136  million  bushels.  This  is  about  20  percent  larger  than 
supplies  for  the  previous  year.  Of  this  1,136  million  bushels,  only  about  500 
million  bushels  will  be  milled  for  flour  for  consumption  in  the  United  States. 
About  80  million  bushels  of  wheat  will  be  used  for  seed.  Although  exports  from 
the  1937  crop  amounted  to  approximately  100  million  bushels,  those  from  the 
1938  crop  are  likely  to  be  considerably  less.  This  year  importing  countries  of 
Europe  have  better  wheat  crops,  and  Canada  will  have  about  twice  as  large  a 
crop  as  the  one  harvested  in  1937.  More  wheat  may  be  fed  in  1938-1939  because 
.of  its  relatively  low  price  as  compared  with  other  feeds  and  because  of  poor 
quality  of  much  of  the  wheat  this  year.  It  is  estimated  that  the  carryover  on 
July  1,  1939  will  be  about  375  million  bushels.  This  would  be  about  the  same  as 
that  in  1932  and  1933. 

Relatively  low  prices  are  likely  to  prevail  until  the  present  large  supplies  are 
materially  reduced. 

J  L.   H.   SlMERL 

1_13The  first  source  is  for  annual  data;  the  second  is  for  current  data  from  which  tables  may  be  brought 
to  date. 

"Survey  of  Current  Business,  1936  supplement,  U.S.  Dept.  of  Commerce;  subsequent  monthy  issues. 
'Same  as  footnote  1.  Illinois  Crop  and  Livestock  Statistics,  Circular  438  (1937);  monthly  mimeographs  of 
Statistical  Tables  for  Illinois  Crop  Report,  converted  from  1910-14  =  100  to  1924-29  =  100  by  multiplying 
by  .7151.  ^Agricultural  Situation,  Bureau  of  Agricultural  Economics,  U.S.D.A.;  Agricultural  Situation, 
inverted  from  1910-14  =  100  to  1924-29  =  100  by  multiplying  by  .6486.  Calculated  from  data  furnished 
j>y  Bureau  of  Agricultural  Economics;  Survey  of  Current  Business,  seasonally  adjusted.  'Calculated  by 
Department  of  Agricultural  Economics.  University  of  Illinois,  seasonally  adjusted.  Data  from  Farm  Income, 
Bureau  of  Agricultural  Economics;  B.A.E.  monthly  mimeograph,  Receipts  from  Sale  of  Principal  Farm 
Products  (government  payments  not  included).  'Obtained  by  dividing  Index  of  Illinois  Farm  Income 
fcolumn  6)  by  Index  of  Prices  Paid  by  Farmers  (column  4).  8Monthly  Indexes  of  Non- Agricultural  and 
National  Income,  Supplement,  August,  1937,  B.A.E. ;  Price  and  Demand  Situation,  or  Agricultural  Situa- 
ion.  9Survey  of  Current  Business,  1936  Supplement;  subsequent  monthly  issues,  unadjusted  for  seasonal 
variation.  10Federal  Reserve  Bulletin  of  Federal  Reserve  Board,  September,  1933  and  subsequent  issues; 
purvey  of  Current  Business,  seasonally  adjusted.  "Preliminary  estimate.  "Illinois  Crop  and  Livestock 
Statistics,  Cir.  438;  Monthly  price  releases,   State  Agricultural   Statistician.      "Preliminary. 
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Table  A. — Indi  xi  s  oi    Uniti  d  Si  \n.s  Agricultural  and  Bi  siness  Conditions 


Commodity 

Income  from  farm  marketings 

Non- 
agricul- 
tural 

income' 

Factory 
payrolls9 

Wholesale  prii  es 

Illinois 

farm 

prices3 

Prices 
paid  by 

farmers* 

U.S. 

Illinois 

Indus- 
trial 
produc- 
tion" 

month 

All  com- 
modities1 

Farm 
products2 

In 
money5 

In 
money6 

In  pur- 
chasing 
power7 

1929 

1930 

1920 
95 
86 
73 
65 
66 
75 
80 
81 
86 
81 
80 
80 
79 
78 
78 
78" 

1920 

105 
88 
65 
48 
51 
65 
79 
81 
86 
72 
70 
70 
68 
68 
69 
69" 

1924-29 
104 
89 
62 
41 
45 
61 
82 
86 
96 
74 
71 
72 
70 
69 
70 
74" 

1924-29 
99 
94 
80 
69 
71 
80 
81 
80 
84 
82 
82 
81 
81 
81 
80 
80" 

1924-29 
103 

83 
58 
43 
49 
57 
64 
75 
81 
70 
62 
67 
70 
68 
72 

1924-29 
103 
87 
58 
43 
51 
55 
65 
82 
86 
85 
79 
80 
85 
88 
84 

1924-29 
104 

93 

72 

62 

72 

69 

80 
102 
102 
104 

96 

99 
105 
109 
105 

1924-29 
107 
100 

86 

68 

63 

72 

77 

87 

96 

90 

88 

88 

87 

86 

85 

1923-25 
109 
88 
67 
46 
49 
63 
71 
82 
98 
72 
73 
73 
71 
69 
67" 

1923-25 
119 
96 

1931 

81 

1932 

64 

1933 

76 

1934 

79 

1935    . 

90 

1936 

105 

1937 

110 

1938  Jan..  . 

80 

Feb. . .  . 

79 

79 

77 

May 

76 

77" 

July 

Table  B. — Prices  of  Illinois  Farm  Products12 


Product 


Yearly  average 

Current  months 

1924-29 

1936 

1937 

Apr. 

May 

June 

July 

$   .79 

$   .75 

$   .94 

$    .48 

$    .49 

$    .49 

}    ..So 

.41 

.31 

.39 

.26 

.25 

.23 

.22 

1.27 

1.00 

1.10 

.76 

.72 

.68 

.62 

.65 

.74 

.84 

.63 

.61 

.51 

.46 

1.77 

.94 

1.20 

.80 

.80 

.80 

.80 

9.80 

9.70 

10.11 

8.10 

7.70 

8.40 

9.20 

8.52 

7.51 

8.93 

7.40 

7.40 

7.80 

8.90 

12.00 

8.74 

9.58 

7.80 

7.60 

8.20 

8.30 

78.01 

55.00 

61.00 

00 .  00 

59.00 

59.00 

62.00 

11.25 

8.49 

9.43 

8.70 

8.30 

8.40 

8 .  00 

6.35 

3.66 

4.09 

3.50 

3.45 

3.40 

3.10 

.42 

.31 

.32 

.25 

.23 

.22 

.l.1, 

2.31 

1.80 

1.92 

1.70 

1.55 

1.50 

1 .  50" 

.27 

.21 

.20 

.14 

.16 

.16 

.17 

.21 

.16 

.16 

.17 

.16 

.16 

.15 

.35 

.29 

.32 

.17 

.18 

.17 

.18 

1.36 

1.15 

1  .  is 

.95 

.95 

.90 

.85 

1.27 

1 3 .  33 

12.41 

8.90 

8.10 

7.80 

6.30 

1.44 

1.22 

1.12 

.75 

.85 

1.10 

.75 

Corn,  bu 

Oats,  bu 

Wheat,  bu 

Barley,  bu 

Soybeans,  bu. .  .  . 

Hogs,  cwt 

Beef  cattle,  cwt. . 

Lambs,  cwt 

Milk  cows,  head. 
Veal  calves,  cwt. 

Sheep,  cwt 

Butterfat,  lb. .  .  . 

Milk,  cwt 

Eggs,  doz 

Chickens,  lb 

Wool,  lb 

Apples,  bu 

Hay,  ton 

Potatoes,  bu. 


1_13For  sources  of  data  in  tables  see  previous  page. 
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CURRENT  ECONOMIC  DISCUSSIONS   ON  THE  AIR 

The  following  special  Agricultural  Economics  broadcasts  are  a  part  of  the  pro- 
grams in  Agriculture  and  Home  Economics  which  are  broadcast  regularly  by  the 
College  of  Agriculture.  The  Agricultural  Programs  are  daily  except  Saturday  at 
12:30  to  1:00  p.m.  The  Home  Economics  Programs  are  Monday,  Wednesday,  and 
Friday,  10:02-10:15  a.m.,  Station  WILL,  580  Kilocycles. 
October     7 — "Trends    Affecting    Rural    Organization" — D.    E.    Lindstrom,    E.    H. 

Regnier,  G.  L.  Jordan. 
October  14 — "The  Apple  Situation" — J.  W.  Lloyd,  V.  A.  Ekstrom. 
October  21 — "The   Current   Economic  Situation  as   It  Affects  the   Farmer" — L.  J. 

Norton,  R.  W.  Bartlett. 
October  28 — "Farming  in  Europe"— C.  L.  Stewart. 


PROFITS  FROM  FEEDING  FALL  PURCHASED  STEERS 

Many  farmers  are  now  faced  with  the  problem  of  whether  they  should  pur- 
chase steers  to  utilize  a  part  of  the  corn  which  they  have  raised  this  year.  Their 
decisions  should  depend,  in  part,  upon  how  well  equipped  they  are  for  feeding 
and  upon  their  individual  efficiency  as  cattle  feeders.  Such  decisions  should  also 
depend  upon  their  appraisal  of  cattle  price  prospects  and  upon  the  value  of  feed. 

The  man  who  can  get  a  government  loan  on  his  corn  should  consider  it  worth 
the  loan  value,  wdiereas  corn  not  eligible  for  a  loan  may  best  be  valued  at  the  cur- 
rent market  price.  Present  indications  are  that,  although  only  a  57-cent  loan  is 
assured,  the  crop  will  be  small  enough  to  raise  the  government  loan  value  to  61 
cents.  Corn  not  eligible  for  a  loan,  on  the  other  hand,  would  be  worth  only  about 
35  to  40  cents  per  bushel  in  northern  Illinois  on  the  basis  of  the  current  price  for 
December  futures  at  Chicago.  Obviously,  it  might  pay  to  feed  35-  or  40-cent  corn 
to  cattle  but  not  pay  to  feed  55-  or  60-cent  corn. 

The  appraisal  of  cattle  price  prospects  is  perhaps  the  most  difficult  of  the 
prospective  feeders'  problems.  Cattle  purchased  last  fall  gave  poor  returns  to  the 
feeder  unless  he  was  exceptionally  efficient  or  marketed  his  cattle  late — in  June  or 
later.  But  it  was  difficult  for  the  feeder  to  know  a  year  ago  that  he  would  do  best 
to  finish  out  and  sell  his  cattle  later  than  usual.  In  October  of  last  year,  500-  to 
800-pound  good  feeder  steers  at  Kansas  City  averaged  $7.35  per  hundredweight, 
whereas  good  slaughter  steers  weighing  from  900  to  1100  pounds  averaged  $13.72 
per  hundredweight.  By  May,  however,  finished  steers  of  that  grade  had  declined 
to  an  average  of  $8.73  which  provided  only  a  small  margin  for  costs  of  feeding 
and  shipping.  In  July  the  price  of  the  finished  steers  had  risen  to  $9.98  which  was 
sufficient  to  provide  moderately  good  returns  for  the  feeder  whose  feeder  steers 
had  cost  only  about  $7  at  Kansas  City. 

In  the  latter  part  of  September,  this  year,  good  500-  to  800-pound  feeder  steers 
at  Kansas  City  have  been  selling  for  about  $7.50  per  hundredweight,  and  good 
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900-  to   1 100-pound   slaughter  steers  at  Chicago  were  selling  at  about  $10  per 
hundredweight. 

Both  prices  and  profits  have  fluctuated  widely  during  the  last  four  years.  Large 
changes  in  profits  have  commonly  occurred  when  something  causes  a  considerable 
widening  or  narrowing  of  the  feeder  margin,  that  is,  the  difference  between  the 
cost  of  the  feeder  and  sales  value  of  the  fat  steer.  When  the  margin  widens,  feed 
prices  are  commonly  higher  but  do  not  generally  offset  the  increased  margin. 
Similarly,  when  the  margin  between  feeder  and  slaughter  animals  is  narrowed, 
feed  prices  are  commonly  lower  but  not  low  enough  to  offset  the  decline  in 
margins.  The  variation  in  profits  has  been  largely  caused  by  uneven  marketing 
arising  from  the  great  differences  in  supply  of  feed  grains.  Changes  in  the  gen- 
eral level  of  demand  have  also  been  an  important  factor  in  affecting  fat  cattle 
prices,  and  range  conditions  are  important  in  influencing  supplies  and  prices  ol 
feeder  cattle. 
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Fig.  1. — Profits  From  Feeding  Fall  Purchased  Steers 
Returns  above  or  below  value  of  feed    (including  corn)    from 
yearling  steers.    Returns  are  calculated  per  bushel  of  corn  fed  and 
expressed  as  deviations  from  the  average  for  each  grade. 


A  fairly  comprehensive  picture  of  the  returns  from  typical  feeding  operations- 
may  be  obtained  by  calculating  the  returns  above  feed  cost  for  various  grades  of 
yearling  feeders  purchased  in  the  fall  and  marketed  after  appropriate  feeding 
periods  as  medium,  good,  and  choice  slaughter  cattle.  These  returns,  expressed 
as  deviations  of  each  grade  from  its  1921-1937  average,  are  shown  in  Fig.  1.  The 
slaughter  steers  were  assumed  to  be  the  same  grade  as  the  feeder  steers  purchased. 
The  cost  of  all  grades  of  the  feeder  cattle  was  calculated  at  the  average  price  for 
October  and  November.  The  cost  of  feed  was  calculated  on  the  basis  of  rations 
typical  for  the  grade  and  length  of  feed  of  the  cattle,  and  the  prices  used  were 
those  current  in  October  and  November.  This  seems  the  fairest  method  of  evalu- 
ating these  costs  because  ordinarily  the  farmer  has  the  feed  on  hand  and  has  the 
choice  of  selling  it  or  feeding  it.  If  he  feeds  it  he  has  really  sold  it  to  his  cattle 
feeding  enterprise  at  the  time  of  his  decision. 

Since  a  number  of  rather  constant  elements  of  cost,  including  transportation. 
marketing  and  labor,  are  not  included  directly,  they  are  allowed  for  by  expressing 
the  returns  as  deviations  from  average.  When  returns  are  equal  to  average  this  is 
indicative  of  a  situation  when  the  average  feeder  made  only  sufficient  mone)  to 
pay  for  his  home  grown  \vv(\  and  out-of-pocket  costs,  plus  a  reasonable  return  for 
his  labor  and  investment. 

The  year-to-year  changes  in  returns  from  typical  feeding  operations  have  % 
distinct  cyclical  tendency.  After  about  three  years,  when  returns  are  below  aver- 
age, there  are  likely  to  be  three  years  of  better-than-average  returns.    This  may 
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be  partially  explained  by  the  tendency  for  many  fanners  to  get  into  cattle  feeding 
after  a  few  years  of  profitable  feeding  and  to  become  discouraged  after  a  few 
years  of  indifferent  profits  or  of  losses. 

Other  influences  modify  this  situation,  however.  One  of  these  is  the  supply 
of  feed  compared  with  the  numbers  of  livestock  on  farms.  If  farmers  have  large 
supplies  of  feed  grains  on  hand  in  relation  to  the  amount  of  livestock,  many  will 
turn  to  cattle  feeding  as  a  method  of  marketing  their  grain.  If  the  supply  of  feed 
is  scarce,  on  the  other  hand,  many  farmers  will  hold  their  cattle  over  until  another 
year  or  sell  them  as  grass  cattle  instead  of  feeding  them  out.  Such  increases  in 
supplies  of  fed  cattle  resulting  from  large  feed  supplies  has  generally  reduced  the 
price  of  slaughter  steers  in  the  spring  enough  to  more  than  offset  the  reduced  feed 
costs.  The  reduction  in  numbers  of  cattle  marketed  in  years  of  small  feed  supplies 
has  generally  caused  a  price  rise  which  more  than  offsets  the  increased  cost  of  feed. 
Thus,  in  1935-36,  returns  were  much  below  average,  although  it  had  been  pre- 
ceded by  only  two  years  of  high  returns.  That  year  our  domestic  feed  grain  sup- 
plies were  very  large  relative  to  livestock  numbers.  On  the  other  hand,  in  1936-37 
feeding  profits  were  large  although  that  year  had  been  preceded  by  only  a  single 
year  of  losses. 

When  feed  supplies  change  from  one  year  to  the  next,  the  largest  proportional 
change  in  marketings  generally  comes  among  the  better  quality,  longer  fed  cattle. 
Following  the  drouth  of  1936,  for  example,  the  number  of  choice  and  prime 
declined  49  percent,  while  the  number  of  medium  declined  only  9  percent.  This 
naturally  tended  to  cause  the  price  of  better  grades  to  be  more  affected.  This 
larger  variation  in  the  supply  of  better  quality  beef  tends  to  increase  the  returns 
for  good  and  choice  relative  to  medium  and  common  in  years  of  small  feed  sup- 
plies, and  reduce  their  returns  in  years  of  large  supplies.  In  three  out  of  four 
of  the  years  of  smallest  feed  supplies,  returns  for  medium  steers  have  been  least 
and  returns  for  choice  greatest.  In  two  out  of  three  years  of  large  crops,  on  the 
other  hand,  returns  per  bushel  of  corn  fed  were  least  for  choice  and  greatest  for 
medium. 

Demand  conditions  must  always  be  considered,  for  they  continually  intervene 
to  modify  and  condition  the  returns  that  can  otherwise  be  expected.  Feeding  has 
generally  been  profitable  during  periods  of  rapidly  increasing  demand,  which 
always  results  from  a  marked  improvement  of  business  activity.  During  the  past 
ijthree  months  there  has  been  a  marked  improvement  in  business  activity,  as  indi- 
cated by  a  rise  of  the  Federal  Reserve  Board's  index  of  industrial  production 
i  seasonally  adjusted)  from  76  in  May  and  77  in  June  to  88  for  August.  If  there 
should  be  a  continuation  of  this  rise,  it  might  well  mean  a  good  year  for  feeding 
attle  in  place  of  one  of  indifferent  or  poor  returns. 

K.  L.  TW'ttman  and  F.  ].  Worktng 


1  '-The  first  source  is  for  annual  data;  the  second  is  for  current  data  from  which  tables  may  be  brought 
o  date. 

'Survey  of  Current  Business,  1936  supplement,  U.S.  Det>t.  of  Commerce:  subsequent  monthly  isst:c~. 
Same  as  footnote  1.  'Illinois  Crop  and  Livestock  Statistics,  Circular  438  (1937);  monthly  mimeographs  of 
;tatistical  Tables  for  Illinois  Crop  Report,  converted  from  1910-14  =  100  to  1924-29  =  100  by  multiplying 
v  .7151.  'Agricultural  Situation,  Bureau  of  Agricultural  Economics,  U.S.D.A.j  Agricultural  Situation, 
onverted  from  1910-14  =  100  to  1924-29  =  100  by  multiplying  by  .64S6.  "Calculated  from  data  furnished 
v  Bureau  of  Agricultural  Economics;  Survey  of  Current  Business,  seasonally  adjusted.  "Calculated  by 
fepartment  of  Agricultural  Economies,  University  of  Illinois,  seasonally  adjusted.  Data  from  Farm  Income, 
jureau  of  Agricultural  Economics;  B.A.E.  monthly  mimeograph.  Receipts  from  Sale  of  Principal  Farm 
'roducts  (government  payments  not  included).  'Obtained  by  dividing  Index  of  Illinois  Farm  [ncome 
column  6)  by  Index  of  Prices  Paid  by  Farmers  (column  4).  BMonthly  Indexes  of  Non-Agricultural  and 
National  Income,  Supplement,  August,  1937,  B.A.E. ;  Price  and  Demand  Situation,  or  Agricultural  Situa 
on.  9Survey  of  Current  Business,  1936  Supplement;  subsequent  monthly  issues,  unadjusted  for  seasonal 
ariation.  '"Federal  Reserve  Bulletin  of  Federal  Reserve  Board,  September;  1933  and  subsequent  issue  ; 
urvey  of  Current  Business,  seasonally  adjusted.  "Preliminary  estimate.  ''Illinois  Crop  and  Livestock 
tatistics,  Cir.  438;  Monthly  price  releases.    State   Agricultural    Statistician. 
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Table  A. — Indexes  of  United  States  Agricultural  and  Business  Conditions 


Year  and 
monl  ii 


Commodil  y  pri<  es 


Wholesale  prices 


All  com- 
modities1 


products2 


Illinois 
farm 
prices3 


Prices 
paid  by 
farmers4 


Income  from  farm  marketings 


r.  s. 


In 
money1 


[Him  iia 


In 
money* 


In  pur- 
c  basing 

power7 


Non- 
agricul- 
tural 

income8 


Factory- 
payrolls9 


Indus-     I 
trial 

produc- 
tion"-' 


1929 

1930    

1931 

.  .  .. 

1933    

1934 

L93S 

1936    

1937     

1938  Fan..  . 
Feb. . . 
Mar. . 
Apr..  . 

May.  . 
June. . 
July.. 
Aug    . 


1926 
95 
86 
73 
65 
66 
75 
80 
81 
86 
81 
80 
80 
79 
78 
78 
79 
78" 


1926 
105 

88 

65 

48 

51 

65 

79 

81 

86 

72 
70 
70 
68 
68 
69 
69 
67" 


1924-29 

104 

89 

62 

41 
45 
61 
82 
86 
96 
74 
71 
72 
70 
69 
70 
74 
66 


99 

<)4 
80 
69 
71 
80 
81 
80 
84 
82 
82 
81 
81 
81 
80 
80 
79 


1924-29 
103 
83 
58 
43 
49 
57 
64 
75 
81 
70 
62 
67 
70 
68 
72 
83 


1924-29 

103 
87 
58 
43 
51 
55 
65 
82 
86 
85 
79 
80 
85 
88 
84 
80 


1924-29 
104 

93 

72 

62 

72 

69 

80 
102 
102 
104 

96 

99 
105 
109 
105 
100 


1924-29 

107 
100 

86 

68 

63 

72 

77 

87 

96 

90 


87 

86 

86 


1923-25 

109 
88 
67 
46 
4» 
63 
71 
82 
98 
72 
73 
73 
71 
69 
67 
68 


1923-25 

119 

96 

81 

64 

76 

79 

90 
105 
110 

80 
79 
79 

77 
76 
77 
83" 


Table  B. — Prices  of  Illinois  Farm  Products12 


Product 


Corn,  bu 

Oats,  bu 

Wheat,  bu 

Barley,  bu 

Soybeans,  bu. .  .  . 

Hogs,  cwt 

Beef  cattle,  cwt. . 

Lambs,  cwt 

Milk  cows,  head. 
Veal  calves,  cwt. 

Sheep,  cwt 

Butterfat,  lb. .  .  . 

Milk,  cwt 

Eggs,  doz 

Chickens,  lb 

Wool,  lb 

Apples,  bu 

Hay,  ton 

Potatoes,  bu. .  .  . 


Yearly  average 


$   .79 

.41 

1.27 

.65 

1.77 

9.80 

8.52 

12.00 

78.61 

11  .25 

6.35 

.42 

2.31 

.27 

.21 

.35 

1.36 

1.27 

1.44 


1936 


$   .75 

.31 

1.00 

.74 

.94 

9.70 

7.51 

8.74 

55.00 

8.49 

3.66 

.31 

1.80 

.21 

.16 

.29 

1.15 

13.33 

1.22 


1937 


$    .94 

.39 

1.10 

.84 

1.20 

10.11 

8.93 

9.58 

61.00 

9.43 

4.09 

.32 

1.92 

.20 

.16 

.32 

1.18 

12.41 

1.12 


Current  months 


May 


*    .49 

.25 

.72 

.61 

.80 

7.70 

7.40 

7.60 

59.00 

8.30 

3.45 

.23 

1.55 

.16 

.16 

.18 

.95 

8.10 

.85 


June 


8.20 

59 .  00 

8.40 

3.40 

.22 

1.50 

.16 

.16 

.17 

.90 

7.80 

1.10 


July 


$   .50 

.22 

.62 

.46 

.80 

9.20 

8.90 

8.30 

62.00 

8.60 

3.10 

.23 

1.50 

.  17 

.15 

.18 

.85 

6.30 

.75 


Aug. 


$    .44 

.18 

.54 

.40 

.70 

8.00 

8.10 

7.50 

60.00 

8.70 

3.10 

.28 

1.55 

.17 

.14 

.20 

.90 

5.90 

.55 


'For  sources  of  data  in  tables  see  previous  page. 
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CURRENT  ECONOMIC   DISCUSSIONS   ON  THE  AIR 

The  following  special  Agricultural  Economics  broadcasts  are  a  part  of  the  pro- 
grams in  Agriculture  and  Home  Economics  which  are  broadcast  regularly  by  the 
College  of  Agriculture.  The  Agricultural  Programs  are  daily  except  Saturday  at 
12:30  to  1:00  p.m.  The  Home  Economics  Programs  are  Monday,  Wednesday,  and 
Friday,  9:00-9:15  a.m.,  Station  WILL,  580  Kilocycles. 
November    4 — "The    1938-39   Rural   Music  and  Drama    Festival,"   E.    H.   Regnier, 

L.  F.  Demming,  Ralph  McKenzie. 
November  11— "Corn  and  Soybean  Outlook,"  L.  J.  Norton,  L.  H.  Simerl. 
November  18 — "The  Current  Economic  Situation  as  it  Affects  the  Farmer,"  E.  J. 

Working,  E.  M.  Hughes. 
November  25 — "Farm  Lease  Helps,"  H.  C.  M.  Case,  Joseph  Ackerman. 


HOW  MANY  HOGS  DO  WE  NEED? 

How  many  hogs  should  farmers  in  the  United  States  produce  in  the  next  five 
years?  That  this  question  is  pertinent  is  indicated  by  the  following  facts. 

For  the  four-year  period  1934-37  an  average  of  59.5  million  pigs  were  saved 
a  year  in  the  United  States,  as  contrasted  with  an  average  of  76.0  millions  for  the 
period  1924-29,  and  81.0  millions  for  the  years  1930-33.  (Table  1).  The  low  point 
in  hog  production  came  in  1935  when  only  55.1  million  pigs  were  saved.  In  1937 
there  were  62.2  million  pigs  saved  and  following  the  good  corn  crop  of  1937,  pre- 
liminary estimates  indicate  about  70  millions  for  1938  with  further  increases  in 
prospect  for  1939. 

Hog  numbers  normally  change  from  year  to  year  in  a  more  or  less  regular 
fashion  called  the  hog  cycle.  This  change  in  numbers  is  associated  with  changes 
in  the  relative  prices  of  corn  and  hogs,  often  expressed  as  a  hog-corn  ratio.  The 
size  of  the  corn  crop  is  one  of  the  important  causes  of  changes  in  the  ratio  of  corn 
and  hog  prices. 

For  the  period  1924-29  the  hog-corn  ratio  averaged  11.4;  that  is  11.4  bushels 
of  corn  were  equal  in  value  to  100  pounds  of  hogs  (Chicago  prices).  For  the 
period  1934-37,  which  included  two  drouth  years,  the  hog-corn  ratio  was  10.0,  and 
for  1937,  9.7.  Since  hog  feeding  during  this  period  was  less  profitable  than  aver- 
age and  feed  supplies  were  limited,  the  number  of  hogs  raised  dropped  to  a  record 


Table   1. — Production,   Exports,  and  Consumption  of  Pork  and  Lard,   United  States 

1924-29,  1934-37  and  1937 


Item 

Average 
1924-29 

Average 
1934-37 

1937 

76.0 
46.4 
69.2 
2,562 
467,782 
800,494 
117.4 
69.3 
13.1 
173.8 
S10.26 

11.4 

59.5 
34.4 
57.0 
1,985 
80,837 
242.954 
128.0 
55.7 
11.1 
168.1 
S8.46 

10.0 

62.2 

31.6 

Total  slaughter  of  hogs  (million  head) 

Production  of  corn  in  the  United  States  (million  bushels) 

53.7 
2.645 
2,850 

103,468 

129.3 

55.1 

10.5 

167.8 

J10.02 

Hog-corn  ratio  (bushels  of  corn  equal  in  value  to  100  pounds  of 

9.7 

low  level  in  1935,  and  recovered  but  slowly  during  the  next  two  years.  Since 
October  1937,  however,  the  ratio  has  been  very  favorable  for  hog  feeding,  averag- 
ing 14.8  for  the  past  12  months.  This  accounts  for  the  sharp  increase  in  hog 
numbers  in  1938.  Prospective  corn  prices  as  indicated  by  the  December  futures 
for  1938  corn  point  to  further  increases  in  the  1939  spring  pig  crop. 
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Fig  1. — Corn  Production,  Total  Hog  Slaughter,  Industrial  Production,  Per  Capita 

Consumption  of  Pork  and  Lard,  and  the  Price  of  Hogs, 

1924-1937  (*1938  Estimated) 

A  close  relationship  exists  between  the  production  of  corn  in  the  United  States  and  the 

total  slaughter  of  hogs  one  year  later.    Industrial  production  and  the  supply  of  hogs  are  twd 

major  factors  in  determining  the  price  of  hogs.    Industrial  production  and  export  demand 

declined   sharply   from   1929  to   1932,  the  total   slaughter  of  hogs  was   large,  and   therefore 

prices  dropped  drastically. 

The  per  capita  consumption  of  hogs  is  determined  by  hog  production,  and  is  little  in- 
fluenced by  changes  in  demand  as  measured  by  industrial  production.  The  price  of  hogs 
adjusts  to  a  level  which  will  permit  the  consumption  of  that  portion  of  the  production 
which  is  not  exported. 


Hog  producers  in  the  United  States  are  willing  to  produce  enough  pork  and 
lard  for  normal  domestic  consumption,  and  for  any  export  trade  available.  They 
are  not  interested,  however,  in  a  production  which  will  seriously  depress  hog 
prices.  A  brief  review  of  the  facts  concerning  domestic  consumption  and  exports 
of  pork  and  lard  for  past  years  will  indicate  the  approximate  needs  for  the 
period  that  lies  ahead. 

For  the  years  1924-29  the  average  annual  net  exports  of  pork  were  468  million 
pounds,  and  of  lard  800  million  pounds.  The  average  population  of  the  United 
States  was  117.4  million  persons,  the  per  capita  consumption  of  pork  69.3  pounds, 
and  the  per  capita  consumption  of  lard  13.1  pounds.  In  1937  the  population  had 
increased  to  129.3  million,  but  the  net  exports  of  pork  had  dropped  to  2.8  million 
pounds  and  lard  to  103  million  pounds.  There  has  been,  therefore,  a  decline  in  net 
exports  of  465  million  pounds  of  pork  and  697  million  pounds  of  lard.  The 
increase  of  11.9  million  people  in  the  United  States  over  the  average  of  the  period. 
1924-29,  will  provide  a  market  for  824.7  million  pounds  of  pork  and  155.9  million 
pounds  of  lard,  assuming  the  same  average  per  capita  consumption.  When  the 
losses  in  the  export  market  are  balanced  against  the  gains  in  the  domestic  market 
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there  remains  a  net  gain  of  360  million  pounds  of  pork,  but  a  net  loss  of  541 
million  pounds  of  lard.  For  each  hog  we  kill,  we  get  about  125  pounds  of  pork 
and  34  pounds  of  lard.  At  this  rate  the  gain  in  pork  is  equivalent  to  2.9  million 
hogs  and  the  loss  in  lard  is  equivalent  to  16  million  hogs.  In  other  words  to 
furnish  each  person  in  the  United  States  the  same  amount  of  pork  as  was  used 
from  1924-29,  and  to  export  as  much  as  was  exported  in  1937,  we  need  to  save 
about  80  million  pigs,  have  a  federally  inspected  slaughter  of  about  50  millions, 
and  a  total  slaughter  of  72  millions.  The  number  of  hogs  needed  to  furnish  a 
similar  quantity  of  lard  would  be  only  60  million  pigs  saved,  30  millions  for 
inspected  slaughter,  and  53  millions  for  total  slaughter.  Exports  of  pork  and  lard 
were  at  a  very  low  level  in  1937,  and  are  likely  to  expand  somewhat  as  hog  num- 
bers increase.  Although  many  people  in  Europe  would  buy  our  pork  and  lard  if 
trade  restrictions  were  removed,  no  large  expansion  in  export  trade  is  now  in 
prospect.  With  increasing  competition  from  soybean  and  other  vegetable  oils  the 
per  capita  consumption  of  lard  may  not  increase  to  the  old  level  of  13.1  pounds  a 
year,  unless  lard  prices  are  severely  depressed. 

Farmers  are  definitely  faced  with  this  problem:  In  the  United  States  two 
people  in  a  year  eat  the  pork  from  one  hog,  while  three  people  are  required  to 
consume  the  lard.  Unless  we  get  an  export  market  for  our  lard,  or  produce  less 
lard  per  hog,  lard  prices  will  be  unduly  depressed  when  the  number  of  hogs  in 
the  United  States  increases  sufficiently  to  provide  a  normal  consumption  of  pork. 
When  lard  prices  fall  below  the  live  price  of  hogs,  the  presence  of  excess  lard  in 
the  carcass  will  depress  the  price  of  hogs.  A  decline  of  six  cents  a  pound  in  the 
value  of  lard  would  lower  the  value  of  the  average  hog  about  two  dollars. 

At  any  given  time  the  total  amount  of  money  received  by  farmers  for  hogs  is 
determined  largely  by  the  level  of  industrial  production.  The  price  per  pound 
therefore  depends  in  turn  upon  the  number  of  hogs  sold.  The  number  of  hogs 
sold  in  any  year  is  influenced  materially  by  the  size  of  the  corn  crop  for  the 
previous  year.  The  level  of  corn  production  is  therefore  of  major  importance  in 
determining  the  volume  of  hog  production  and  the  price  of  hogs.    (Fig.  1.) 

There  are  three  things  which  farmers  may  do  about  this  situation:  (1) 
through  acreage  control,  influence  the  average  level  of  corn  production;  (2)  pro- 
duce less  lard  per  hog;  (3)  influence  governmental  agencies  to  reduce  trade 
restrictions  which  hamper  the  exports  of  pork  and  lard. 

Each  individual  farmer  may  easily  change  the  amount  of  lard  produced  per 
hog  by  changing  the  weight  at  which  hogs  are  marketed.  Dr.  W.  E.  Carroll  of 
the  Department  of  Animal  Husbandry  is  authority  for  the  statement  that  the  50 
pounds  of  weight  added  to  a  hog  to  increase  the  live  weight  from  225  to  275 
pounds  is  70  percent  fat.  While  the  lower  than  average  per  capita  consumption 
of  pork  and  lard  in  1937  was  primarily  because  of  fewer  hogs  produced,  the 
average  dressed  weight  of  hogs  was  6  pounds  less  in  1937  than  for  the  period 
1924-29.  p.  E.  Johnston 

AN  INTERPRETATION  OF  THE  PRESENT  CORN  SITUATION 

Basic  to  the  corn  market  are  supplies  and  changes  in  supplies.  The  facts 
regarding  the  1937  supply  and  disappearance  of  corn  are: 

Crop 2,644  million  bushels 

Carryover  Oct.  1,  1937 61_ 

Total  supply 2,705 

Carryover  Oct.  1,  1938 352 

Disappearance 2,353 

Exports  to  Oct.  1 135 

Domestic  disappearance 2,228  million  bushels 
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Omitting  changes  in  supplies  in  trade  channels  which  are  not  important 
between  these  two  years,  we  used  up  in  1937-38  2,353  million  bushels  of  corn, 
and  had  a  carryover  of  352  million  bushels.  Of  the  disappearance,  135  million 
was  for  an  unusual  use: — for  exports. 

What  are  the  facts  for  the  1938  crop?  The  crop  is  smaller,  the  carryover  and 
supply  are  larger.  The  figures  are: 

Crop  (Oct.  1  estimate) 2,459  million  bushels 

Carryover  Oct.  1,  1938 352 

Total  supply 2,81 1  million  bushels 

We  have  about  100  million  bushels  more  corn  than  we  had  last  year.  What 
will  happen  to  utilization  during  the  coming  year?  This  question  is  of  vital 
importance  in  estimating  what  will  happen  to  corn  prices  during  the  next  12 
months. 

About  90  percent  of  our  corn  is  fed  to  livestock.  On  that  basis  the  quantity 
fed  to  livestock  from  the  1937  supply  was  about  2,000  million  bushels.  It  is  esti- 
mated by  the  U.  S.  Department  of  Agriculture  that  there  are  about  5  percent 
more  grain-eating  animals  on  farms  than  a  year  ago.  These  will  increase  feed 
demands  by  100  million  bushels  and  make  total  domestic  consumption  about 
2,328  million  bushels. 

This  would  leave  a  surplus  available  for  carryover  and  export  of: 

Supply 2,811  million  bushels 

Estimated  use  in  this  country 2,328 

For  carryover  and  export 483  million  bushels 

Argentina  harvested  a  short  crop  of  corn  last  spring  and  will  not  have  enough 
corn  to  supply  the  import  needs  of  Europe  this  winter.  Hence  the  United  States 
will  again  export  corn  as  was  the  case  last  winter.  But  unless  a  poor  crop  is 
harvested  in  Argentina  next  spring  our  exports  should  be  finished  by  May  31, 
1939.  Up  to  that  date  in  1938  the  United  States  had  exported  about  84  million 
bushels.  Assuming  the  same  rate  of  exports  this  year  and  deducting  this  from 
the  quantity  available  for  carryover  and  export  leaves  a  theoretical  carryover  at 
the  end  of  next  year  of  400  million  bushels  or  about  50  million  more  than 
this  year. 

The  assumption  that  there  will  be  more  livestock  is  sound ;  the  present  ratios 
between  livestock  and  grain  prices  will  stimulate  expansion.  How  much  expan- 
sion in  livestock  numbers  would  be  needed  to  cut  the  carryover  to  a  figure  where 
it  would  cease  to  depress  prices?  Based  on  past  experience,  a  carryover  of  200 
million  bushels  would  be  liberal.  To  cut  our  carryover  to  that  point  would  require 
a  disappearance  as  follows: 


Supply  (1938  crop  and  carryover) 2,811  million  bushels 

Exports  (estimated) 84 

Difference 2,727 

Carryover  (desired) 200 

Disappearance  (estimated) 2,527 

Commercial  (estimated) 228 

Necessary  to  use  on  farms 2,299  million  bushels 
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This  would  require  an  increase  of  299  million  bushels  over  that  used  in  the 
last  year  or  a  15  percent  increase.  One-third  of  this  amount  is  already  accounted 
for  by  the  increase  in  livestock  numbers.  Assuming  corn  crops  of  the  size  of  the 
1938  crop — -which  is  nol  a  heavy  national  crop— some  such  increase  in  livestock 
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is  necessary  to  establish  a  fundamental  balance  in  Corn-Belt  agriculture  and  to 
correct  the  unbalanced  situation  caused  by  the  liquidation  in  livestock  brought  on 
by  the  1934  drouth. 

If  ordinary  economic  forces  were  in  operation  such  an  expansion  in  livestock 
production  would  be  automatic  because  of  the  stimulus  of  cheap  corn  and  favor- 
able feeding  ratios.  In  fact,  we  might  assume  that  the  stimulus  would  be  so 
great  that  livestock  expansion  would  be  too  rapid  and  corn  prices  would  go  high 
in  relation  to  livestock  prices. 

But  at  present  we  have  a  new  and  unknown  factor:  loans  to  cooperators  in  the 
A..A.A.  programs  which  fix  a  minimum  price  to  them  that  is  substantially  above 
the  market  price.  Apparently  around  750,000,000  bushels  of  corn  will  be  eligible 
for  loans  and  undoubtedly  loans  will  be  secured  on  a  substantial  volume  because 
of  the  wide  difference  in  price  between  the  loan  and  the  market  price.  How  will 
this  affect  the  use  of  corn?  Will  it  check  the  desired  expansion  in  livestock 
numbers?  It  will  probably  act  as  a  brake  on  the  increase  for  many  people  will 
cease  to  worry  about  finding  an  outlet  for  their  corn  when  they  have  in  effect 
sold  it  at  a  satisfactory  price. 

There  are  times  when  it  is  highly  desirable  to  have  a  price  for  corn  which  puts 
a  brake  on  livestock  numbers.  What  is  needed  at  this  time  in  order  to  establish 
in  essential  balance  between  corn  and  livestock  supplies  is  an  accelerator  and 
not  a  brake.  L.  J.  Norton 

WHOLESALE  PRICES  OF  MARKET  MILK,  CONDENSED  MILK,  AND 
CHEESE,  AS  RELATED  TO  BUTTER  PRICES 

All  organized  milk  markets  in  Illinois  base  prices  for  milk  to  be  manufactured 
ipon  condensery  or  butter  prices.  In  addition,  five  markets,  Chicago,  St.  Louis, 
Peoria,  Rockford,  and  Bloomington,  also  sell  class  I  or  base  milk  to  dealers  at 
igreed  upon  premiums  above  condensery  prices  which  in  turn  are  based  largely 
ipon  butter  prices.  Many  dairymen  ask:  Why  is  so  much  importance  placed 
ipon  butter  prices  in  arriving  at  prices  of  market  milk? 

Prices  paid  to  producers  for  milk  to  be  condensed  or  made  into  cheese  or  ice 
•ream  necessarily  must  be  kept  closely  in  line  with  butter  prices  because:  (1) 
)utter  constitutes  a  large  proportion  of  the  total  volume  of  milk  manufactured, 

Table  2. — Utilization  of  Milk  Produced  in  the  United  States1 

Percent  of 
total 

Milk  and  Cream 41 .3 

Butter 42.2 

Cheese 5.9 

Condensed  Milk 4.5 

Ice  Cream 2.3 

Fed  Calves  and  Other 3.8 

Total 100.0 

1From  U.  S.  D.  A.   Bureau  of  Agricultural  Economics  average  1934-1936. 

nd  (2)  it  is  relatively  easy  to  shift  milk  from  one  manufacturing  use  to  another. 

Studies  have  shown  that  more  than  two-fifths  of  all  milk  produced  is  manu- 
actured  into  butter  (Table  2).  In  comparison,  5.9  percent  is  made  into  cheese, 
.5  percent  is  condensed,  and  2.3  percent  is  made  into  ice  cream ;  of  all  manu- 
ictured  milk  77  percent  is  made  into  butter. 

Shifting  of  milk  from  one  manufactured  use  to  another  is  relatively  easy  in 
lost  dairy  regions  because  of  nearness  of  condenseries,  creameries,  and  cheese 
ictories.  Many  plants  are  equipped  to  manufacture  both  butter  and  cheese,  while 
ime  are  equipped  to  manufacture  condensed  milk  also. 
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Fig.  2. — Average  Prices  Paid  to  Producers  for  3.5  Percent  Milk  at  Coxden series 
in  the  East  North  Central  States  Compared  With  Prices  of 
92-Score  Butter  at  Chicago,  1921-1937 

(Data   for  Figures   1   and  2   from  U.   S.  Bureau  of  Agricultural   Economics.) 


That  prices  paid  to  producers  for  milk  condensed  or  made  into  cheese  hav 
kept  closely  in  line  with  butter  prices  is  shown  in  Figures  2  and  3.  The  correla 
tion  between  prices  paid  producers  at  condenseries  for  3.5  percent  milk  in  th 
East  North  Central  States  and  the  prices  of  92-score  butter  at  Chicago,  by  month 
from  1921  to  1937,  was  .96.  That  between  prices  of  American  Twins  Cheese  a 
Wisconsin  and  of  Chicago  butter  prices  from  1923  to  1937  was  .96.  Since 
perfect  correlation  is  1.00,  these  coefficients  indicate  a  high  degree  of  relationshi 
between  prices  of  condensery  milk  and  butter  and  those  of  cheese  and  butter. 

From  1921  to  1937  the  prices  paid  to  producers  at  condenseries  in  the  Eas 
North  Central  States  averaged  $1.66  per  100  pounds  of  3.5  percent  milk,  an 
Chicago  butter  prices  averaged  36  cents.  The  butter  price  multiplied  by  3.5  (th' 
butterfat  content  of  milk)  gives  $1.26,  an  average  of  40  cents  per  100  pounds 
32  percent  more  than  the  computed  butter  value  of  the  milk.  This  agrees  close! 
with  a  skim  milk  allowance  of  30  percent  used  in  the  federal  formula  as  a  basi 
for  determining  minimum  condensery  prices.  From  1933  to  1937  prices  paid  fc 
condensed  milk  averaged  33  percent  higher  than  the  computed  butter  value  c 
the  milk. 
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Fig.  3.     Vveragi  Prices  oi    American  Twins  Cheese  vt  Wisconsin  Compared  with 
Prices  "i  92-Score  Bi  mm;  \i  Chicago,  1923  to  1937 
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Fig.  4. — Average  Net  Prices  Received  for  3.5  Percent  Milk  in  the  Country  Plant  Areas 

of  St.  Louis  and  Chicago,  Compared  with  Condensery  Prices  in  the 

East  North  Central  States  (*1938  is  8  Months  Average) 

(St.   Louis  prices  as   reported   by  the   Milk   Market   Administration.     Chicago   prices  as   reported  by  the 
Pure  Milk  Association.    Condensery  prices  as  reported  by  the  U.  S.  Bureau  of  Agricultural  Economics.) 


Prices  paid  producers  for  market  milk  must  be  kept  fairly  well  in  line  with 
those  paid  at  condenseries,  creameries,  or  cheese  factories,  because:  (1)  milk 
manufactured  and  sold  on  the  basis  of  butter  prices,  constitutes  a  substantial 
proportion  of  the  total  volume  marketed  in  every  fluid  market.  Usually  surplus 
in  excess  of  fluid  needs  makes  up  from  30  to  50  percent  of  the  total  volume  of 
milk  sold.  (2)  Too  high  market  milk  prices  tend  to  flood  the  market,  while  pro- 
ducers will  turn  to  condenseries  or  other  outlets  if  market  milk  prices  are  too  low. 

The  close  relationship  which  has  existed  between  country  plant  prices  for  3.5 
percent  milk  in  the  St.  Louis  and  Chicago  milksheds  and  the  prices  paid  to  pro- 
ducers for  3.5  percent  milk  at  condenseries  in  the  East  North  Central  States  is 
shown  in  Figure  4. 

In  the  St.  Louis  market  from  1909  to  1929,  dairymen  received  an  average 
price  of  $1.96  per  100  pounds  of  3.5  percent  milk  as  compared  with  $1.98,  the 
average  condensery  price.  From  1930  to  1937,  the  country  plant  price  for  market 
milk  averaged  $1.48  and  the  condensery  price  $1.31.  In  1938,  the  decline  in  butter 
prices  caused  a  decline  in  both  condensery  and  market  milk  prices.  For  the  first 
eight  months  of  1938,  the  country  plant  price  for  market  milk  averaged  $1.78  and 
the  condensery  price,  $1.28.  The  50-cent  premium  received  in  1938  by  the  St. 
Louis  shippers  has  been  paid  to  cover  extra  costs  resulting  from  added  quality 
requirements,  so  as  to  insure  a  production  of  milk  sufficient  to  meet  market  needs. 

In  the  Chicago  market  from  1907  to  1919,  the  country  plant  price  received  by 
dairymen  averaged  $1.91  per  100  pounds  of  3.5  percent  milk  and  the  condensery 
price,  $1.90.  Since  1919,  producers  have  received  a  premium  above  the  condensery 
price.  From  1920  to  1929,  this  averaged  38  cents  per  100  pounds.  From  1933  to 
1937,  the  premium  again  averaged  38  cents,  though  both  series  of  prices  were  at 
\  considerably  lower  level  than  in  1920-29.  For  the  first  eight  months  of  1938, 
:he  premium  has  averaged  43  cents  per  100  pounds  of  milk,    r  w   Bartlett 


1-12The  first  source  is  for  annual  data;  the  second  is  for  current  data  from  which  tables  may  be  brought 
o  date. 

'Survey  of  Current  Business,  1936  supplement,  U.S.  Dept.  of  Commerce:  subsequent  monthly  issues. 
Same  as  footnote  1.  'Illinois  Crop  and  Livestock  Statistics,  Circular  438  (1937);  monthly  mimeographs  of 
statistical  Tables  for  Illinois  Crop  Report,  converted  from  1910-14  =  100  to  1924-29  =  100  by  multiplying 
y  .7151.  4  Agricultural  Situation,  Bureau  of  Agricultural  Economics,  U.S.D.A. ;  Agricultural  Situation, 
onverted  from  1910-14  =  100  to  1924-29  =  100  by  multiplying  by  .6486.  -^Calculated  from  data  furnished 
ly  Bureau  of  Agricultural  Economics;  Survey  of  Current  Business,  seasonally  adjusted.  "Calculated  by 
department  of  Agricultural  Economics,  University  of  Illinois,  seasonally  adjusted.  Data  from  Farm  Income, 
jureau  of  Agricultural  Economics;  B.A.E.  monthlv  mimeograph.  Receipts  from  Sale  of  Principal  Farm 
'roducts  (government  payments  not  included).  'Obtained  by  dividing  Index  of  Illinois  Farm  Income 
column  6)  by  Index  of  Prices  Paid  by  Farmers  (column  4).  8Monthly  Indexes  of  Non-Agricultural  and 
■  ational  Income,  Supplement,  August,  1937,  B.A.E. ;  Price  and  Demand  Situation,  or  Agricultural  Situa- 
on.  'Survey  of  Current  Business,  1936  Supplement;  subsequent  monthly  issues,  unadjusted  for  seasonal 
anation.  '"Federal  Reserve  Bulletin  of  Federal  Reserve  Board.  September,  1933  and  subsequent  issues; 
urvey  of  Current  Business,  seasonally  adjusted.  "Preliminarv  estimate.  ,2Illinois  Crop  and  Livestock 
tatistics,  Cir.  438;   Monthly  price  releases,   State  Agricultural   Statistician. 
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Table  A. — Indexes  of  United  States  Agricultural  and  Business  Conditions 


Commodity  prices 

Income  from  farm  marketings 

Non- 
agricul- 
tural 
income8 

Factory 
payrolls9 

Wholesale  prices 

Illinois 
farm 
prices3 

Prices 
paid  by 
farmers4 

U.S. 

Illinois 

Indus- 

month 

All  com- 
modities' 

Farm 
products2 

In 
money6 

In 
money6 

In  pur- 
chasing 
power7 

produc- 
tion10 

1929    

1926 
95 
86 
73 
65 
66 
75 
80 
81 
86 
81 
80 
80 
79 
78 
78 
79 
78 
78" 

1926 
105 

88 

65 

48 

51 

65 

79 

81 

86 

72 

70 

70 

68 

68 

69 

69 

67 

68" 

1924-29 
104 
89 
62 
41 
45 
61 
82 
86 
96 
74 
71 
72 
70 
69 
70 
74 
66 
69 

1924-29 
99 
94 
80 
69 
71 
80 
81 
80 
84 
82 
82 
81 
81 
81 
80 
80 
79 
79 

1924-29 
103 
83 
58 
43 
49 
57 
64 
75 
81 
70 
62 
67 
70 
68 
72 
83 
72 

1924-29 
103 
87 
58 
43 
51 
55 
65 
82 
86 
85 
79 
80 
85 
88 
84 
80 
77 

1924-29 
104 

93 

72 

62 

72 

69 

80 
102 
102 
104 

96 

99 
105 
109 
105 
101 

97 

1924-29 
107 
100 

86 

68 

63 

72 

77 

87 

96 

90 

88 

88 

87 

86 

85 

86 

87 

1923-25 
109 
88 
67 
46 
49 
63 
71 
82 
98 
72 
73 
73 
71 
69 
67 
67 
73 

1923-2J 
119 

1930    

96 

1931    

81 

1932    

64 

1933    

76 

1934    

79 

1935 

90 

1936 

105 

1937 

110 

1938  Jan 

80 

Feb 

79 

79 

77 

76 

77 

July 

83 
88" 

Sept 

Table  B. — Prices  of  Illinois  Farm  Products12 


Product 


Corn,  bu 

Oats,  bu 

Wheat,  bu 

Barley,  bu 

Soybeans,  bu..  .  . 

Hogs,  cwt 

Beef  cattle,  cwt. . 

Lambs,  cwt 

Milk  cows,  head. 
Veal  calves,  cwt. . 

Sheep,  cwt 

Butterfat,  lb. .  .  . 

Milk,  cwt 

Eggs,  doz 

Chickens,  lb 

Wool,  lb 

Apples,  bu 

Hay,  ton 

Potatoes,  bu. .  .  . 


Yearly  average 

Current  months 

1924-29 

1936 

1937 

June 

July 

Aug. 

Sept. 

$   .79 

$   .75 

$    .94 

$    .49 

$   .50 

$   .44 

$    .44 

.41 

.31 

.39 

.23 

.22 

.18 

.20 

1.27 

1.00 

1.10 

.68 

.62 

.54 

.55 

.65 

.74 

.84 

.51 

.46 

.40 

.44 

1.77 

.94 

1.20 

.80 

.80 

.70 

.65 

9.80 

9.70 

10.11 

8.40 

9.20 

8.00 

8.60 

8.52 

7.51 

8.93 

7.80 

8.90 

8.10 

8.20 

12.00 

8.74 

9.58 

8.20 

8.30 

7.50 

7.60 

78.61 

55.00 

61.00 

59.00 

62.00 

60.00 

58.00 

11.25 

8.49 

9.43 

8.40 

8.60 

8.70 

9.40 

6.35 

3.66 

4.09 

3.40 

3.10 

3.10 

3.20 

.42 

.31 

.32 

.22 

.23 

.28 

.29 

2.31 

1.80 

1.92 

1.50 

1.50 

1 .  ss 

1.60 

.27 

.21 

.20 

.16 

.17 

.17 

.22 

.21 

.16 

.16 

.16 

.15 

.14 

.14 

.35 

.29 

.32 

.17 

.18 

.20 

.20 

1.36 

1.15 

1.18 

.90 

.85 

.90 

.95 

1.27 

13.33 

12.41 

7.80 

6.30 

5.90 

6.40 

1.44 

1.22 

1.12 

1.10 

.75 

.55 

.60 

1_12For  sources  of  data  in  tables  see  previous  page. 
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CURRENT  ECONOMIC   DISCUSSIONS   ON  THE   AIR 

The  following  special  Agricultural  Economics  broadcasts  arc  a  part  of  the  pro- 
grams in  Agriculture  and  Home  Economics  which  are  broadcast  regularly  by  the 
College  of  Agriculture.  The  Agricultural  Programs  are  daily  except  Saturday  at 
12:30  to  1:00  p.m.  The  Home  Economics  Programs  are  Monday,  Wednesday,  and 
Friday,  9:00-9:15  a.m.,  Station  WILL,  580  Kilocycles. 

December    2 — "Problems  in  Relation  to  Rural  Schools,"  D.  E.  Lindstrom. 
December   9— "The  Grade  of  Beef  Sold  in  Illinois,"  R.  C.  Ashby,  Sleeter  Bull, 

R.  J.  Webb. 
December  16 — "The  Current  Economic  Situation  as  It  Affects  the  Farmer,"  L.  J. 

Norton,  H.  W.  Hannah. 
December  23 — -"Trends  in  Agricultural  Policy  in  Various  Countries,"  C.  L.  Stewart, 

G.  L.  Jordan. 
December  30 — "Farm  Accounts,"  M.  P.  Gehlbach. 


HARVESTING  COSTS  REDUCED   BY  THE  USE   OF 
MECHANICAL  CORN  PICKERS 

In  1937  the  average  cost  of  husking  corn  with  twTo-row  mechanical  pickers  in 
East-Central  Illinois  was  2.3  cents  a  bushel.  Thirty  pickers  of  the  tractor- 
mounted  type  and  66  of  the  pull  type  wrere  studied.  During  the  season  the  96 
machines  husked  an  average  of  190  acres  of  corn  which  averaged  62.2  bushels 
an  acre  (Table  1).  There  was  little  difference  in  the  amount  of  corn  husked  or 
the  rate  of  husking  for  the  two  types  of  pickers. 

The  chief  items  of  expense  in  operating  a  corn  picker  are  depreciation,  labor, 
tractor  use  and  fuel, — these  items  constituting  more  than  80  percent  of  the 
total  cost  (Table  2).  Many  of  the  pull-type  pickers  were  operated  with  three- 
plow  tractors  and  therefore  showed  a  higher  tractor  and  fuel  cost  than  did  the 
mounted  machines.  Expense  for  depreciation  and  fire  insurance,  however,  made 
up  a  greater  percentage  of  the  total  cost  with  mounted  pickers  since  they  were 
estimated  to  be  shorter  lived  and  entailed  a  greater  fire  hazard.  The  average  acre 
cost  of  husking  with  the  66  pull-type  pickers  was  $1.40  compared  with  $1.45  for 
the  mounted  type. 

Advantages  of  pull-type  over  mounted  pickers  are:  the  tractor  can  be  used  for 
other  work  such  as  combining ;  less  machinery  and  dust  surrounds  the  operator ; 
:  less  weight  is  placed  on  the  front  wheels  of  the  tractor;  and  the  danger  of 
fire  is  less. 

Advantages  of  the  mounted  picker  are:    it  is   unnecessary   for  fields  to  be 

Table  1. — Acres  of  Corn  Husked  and  Rate  of  Husking,  Two-row  Mechanical  Pickers, 

East-Central  Illinois.  1937 


Average  number  of  acres  husked .  . 
Average  number  of  bushels  husked 

Hours  of  picker  use 

Average  yield,  bushels 

Acres  husked  per  hour 

Bushels  husked  per  hour 


96  pickers 


189.7 

1 1 .800 

164.3 

62.2 

1.15 

71.8 


66  pull-type 
pickers 


190.4 
12,060 
167.8 
63.3 

1.13 
71.9 


30  mounted 
pickers 


188.2 
11,228 
156.6 
59.7 

1.20 
71.7 


Tabli    2.    Cosi  nv  Items  of  Husking  Corn  With  Pull-Type  and  Mounted  Pickers, 

East-Central  Illinois,  1937 


Items 




1'  uel 

Oil  and  grease 

rractoi  use 

on  picker 

Depreciation 

Interest  on  investment 

Shelter  cost 

Fire  insurance 

Taxes  and  liability  insurance 
Total 


66  pull-type  pickers 


Season 


£56.85 

33 .  42 

8.31 

51.11 

13.64 

73.37 

19.34 

4.79 

S.02 

2.07 

£267.92 


Per  acre 
cost 


£  .30 
.17 
.04 
.27 
.08 
.38 
.10 
.02 
.03 
.01 

£1.40 


Percent 
of  total 


21.2 

12.5 
3.1 

19.1 
5.1 

27.4 
7.2 
1.8 
1.9 
0.7 
100.0 


30  mounted  pickers 


Season  Per  acre         Percent 

cost  cost  of  total 


£52.81 
31.22 
10.95 
39.77 

7.93 
87.76 
19.52 

4.79 
15.60 

2.07 
£272.42 


$    .28 

.17 
.06 
.21 
.05 
.47 
.10 
.02 
.08 
.01 
£1  .45 


19 

11 
4 

14 
2 

32 
7 

1.8 

5.7 

0.7 

100.0 


Table  3.     Acre  and  Bushel  Costs  of  Harvesting  Corn  Yielding  62.2  Bushels  an  Acre, 
Machine  and  Hand  Methods,  East-Central  Illinois,  1937 


Items 


Machine  harvesting 


Husking 


Cribbing 


Hand 
harvesting 


Labor 

Fuel,  oil,  and  grease 

Tractor  use 

Picker  costs 

Horse  labor 

Wagon  use 

Elevator  use 

Cost  an  acre 

Cost  a  bushel  (cents) 

Total  harvesting  cost  an  acre.  .  . 
Harvesting  cost  a  bushel  (cents) 


.30 
.23 
.25 

.(.4 


£    .38 

.02 

29 
05 
18 


£1.42 
2.3 


£1.22 
2.0 


£3.11 


2.24 
.  14 
.48 


£5.97 
9.6 


£2.64 
4.3 


£5.97 
9.6 


opened  by  hand;  corn  that  is  leaning  badly  can  be  husked  from  one  side  of  the 
held;  side  draft  on  the  tractor  is  eliminated;  keeping  on  the  row  is  less  difficult: 
and  the  picker  can  be  placed  in  the  shed  more  easily  at  night. 

The  combined  cost  for  husking  and  cribbing  corn  with  two-row  pickers  wan 
$2.64  an  acre,  or  4.3  cents  a  bushel.  The  cost  for  husking  and  cribbing  an  equiva- 
lent amount  of  corn  by  hand  would  have  been  $5.97  an  acre,  or  9.6  cents  a  bushe 
(Table  3).  This  difference  represents  an  actual  saving  because  of  the  intro- 
duction of  the  corn  picker  only  if  the  corn  is  hired  husked  by  hand. 

As  the  acreage  of  corn  husked  increased,  the  cost  per  acre  decreased  sinJ 
the  fixed  overhead  costs  were  spread  over  more  acres  (Fig.  1).  Probably  tht 
most  important  factor  influencing  the  bushel  cost  of  husking  was  the  yiek 
of  corn    (  Fig.   1 ). 
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Fifty-two  of  the  pickers  were  used  for  custom  work,  husking  an  average  of 
112  acres  in  addition  to  that  on  the  home  farm.  Rates  charged  for  custom  work 
ranged  from  $2  to  $3  an  acre  or  from  4  to  5  cents  a  bushel.  The  man  hiring  the 
picker  hauled  and  cribbed  his  own  corn.  It  is  evident  that  with  a  cost  of  2.3  cents 
a  bushel  for  husking,  those  operators  who  did  custom  work  at  4  or  5  cents  a 
bushel  had  a  profit  for  their  work. 

Copies  of  the  complete  report  are  obtainable  from  the  Department  of  Agri- 
cultural Economics,  University  of  Illinois.  y[    p    Gehlbach 

CONTINUED  UPWARD  TREND  IN  ILLINOIS  LAND  VALUES1 

Farm  land  values  in  Illinois  in  1938  are  about  one-third  higher  than  in  1933. 
During  the  same  period  land  values  in  the  nation  have  increased  only  about  one- 
sixth  over  the  1933  values.  This  increase  in  values  both  in  the  United  States 
and  in  Illinois  brings  the  Drice  of  land  back  to  71  percent  of  the  average  prices 
for  the  period  1925:29. 

Although  land  values  did  not  reach  the  lowest  point  till  1933,  cash  income 
from  marketings  for  the  United  States  as  a  whole  and  for  Illinois  were  lowest 
in  1932.  In  Illinois  and  for  the  nation  cash  income  from  marketings  was  nearly 
twice  as  high  in  1937  as  in  1932.  This  increase  amounted  to  90  percent  in  the 
United  States  and  100  percent  in  Illinois.  If  federal  benefit  payments  are  added, 
the  percentage  increase  for  the  United  States  is  raised  to  99  percent  and  for 
Illinois  to  107  percent  of  the  1932  income  (Fig.  2). 

120 
I  10 
100 
90 
z  80 

Id 
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£   70 

a. 

60 
50 
40 

oL_ 

1924  26   '28  '30  '32   '34  '36    38  1924 '26    '28   30   '32   '34    36  '38 

Fir;.  2. — Index  of  Value  per  Acre  of  Farm  Real  Estate  and  of  Land  Taxes,  and  Cash 

Income  from  Farm  Marketings.    (Illinois  Income  1924-28  from 

Sales  of  Crops  ami   Livestock) 

The  changes  in  land  values  and  in  cash  income  from  marketings  during  re- 
covery may  be  compared  with  the  years  of  recession.  From  1929  to  1932  cash 
income  from  farm  marketings  in  the  United  States  declined  59  percent  whereas 
from  1930  to  1933  land  values  declined  only  37  percent.  For  Illinois,  during  the 
same  period,  the  decrease  in  income  from  marketings  was  58  percent  and  the 
decrease  in  land  values  41  percent.  Land  values  in  Illinois  declined  more  than 
for  the  United  States  during  the  depression  from  1930-1933.  It  is  not  surprising, 
therefore,  that  during  the  recovery  following  1933,  Illinois  land  values  would 
rise  more  than  those  for  the  United  States. 

In  interpreting  the  behavior  of  land  values  in  relation  to  land  income,  it  must 
be  noted  that  the  income  shown  here  is  gross  rather  than  net.    It  may  be  assumed 

JThis  analysis  is  based  upon  figures  collected  by  the  U.S.  Department  of  Agriculture. 
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that  I'arm  land  values  reflect  the  net  income  from  the  use  of  land  in  farm 
production. 

One  item  entering  into  the  spread  between  gross  and  net  income  from  land 
is  farm  real  estate  taxes.  Taxes  in  the  United  States  declined  about  2/$  as  much 
as  income  from  farm  marketings  from  1929  to  1932.  In  Illinois  taxes  declined 
<  >  1 1 1  \    1  3  as  much  as  income  during  the  same  period. 

I'arm  real  estate  taxis  continued  their  decline  to  1934,  the  second  year  after 
cash  income  reached  its  lowest  point  and  a  year  after  real  estate  values  were  at 
their  lowest.  During  the  period  1934-36  farm  real  estate  taxes  in  the  United 
States  increased  slightly,  compared  to  an  advance  of  about  Ye  in  Illinois.  In  both 
instances  the  advance  in  taxes  lagged  behind  the  increase  in  farm  income. 

When  the  period,  1913-38,  is  examined  for  25-year  changes  in  average  land 
values,  there  are  eight  states  in  which  recovery  has  not  progressed  as  far  toward 
the  1913  level  as  in  Illinois.  In  this  state,  values  in  1938  were  still  27  percent 
below  those  of  1913. 

When  the  rate  of  advance  in  farm  real  estate  prices  in  Illinois  since  1933  is 
compared  with  that  of  other  states,  it  was  surpassed  in  only  six  states ;  North 
Carolina,  South  Carolina,  Mississippi,  Alabama,  Georgia,  and  Indiana.  When 
the  rate  of  advance  in  Illinois  since  1935  is  similarly  compared,  it  was  equalled  in 
Indiana  and  surpassed  only  by  North  Carolina  (Fig.  3). 
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Fig.  3. — Increase  in  Land  Values  Since  1933  Expressed  as  a  Percent  of  Change 


While  no  specific  prophecy  would  be  indicated  on  the  basis  of  the  present: 
study,  it  would  seem  that  even  with  estimated  cash  income  from  1938  Illinois 
farm  marketings   13  percent  below  that  of   1937  the  level  of   land  values  will 
be  maintained.    If  cash  income  from  1939  marketings  were  to  be  equal  to  those   i 
of  1937,  it  seems  likely  that,  assuming  normal  costs,  land  values  in  Illinois  might 
rule  somewhat  higher  than  at  present. 

C.  L.  Stewart  and  R.  J.  Mutti 

SOYBEAN  SITUATION 

In  marketing  their  soybean  crop,  farmers  may  well  give  attention  to  the  I 
general  economic  situation  and  the  prices  of  soybean  products  as  well  as  to  the  I 
size  of  the  crop.  The  largest  soybean  crop  on  record,  54.0  million  bushels,  was  1 
estimated  by  the  U.S.  Department  of  Agriculture  in  its  November  report.  1 
Weather  for  harvest  was  ideal  and  with  the  heavy  harvest  movement  the  price  'J 
declined.    While  many   growers  sell  all   their  beans  at  harvest  the  question  is 
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often  raised:  Will  it  pay  to  hold  beans  until  the  winter  season?  During  the 
last  ten  years  the  average  Illinois  farm  price  in  February  and  March  has  been 
above  the  average  for  October  and  November  eight  times  and  below  it  but  once. 
The  median  increase  has  been  fifteen  cents  per  bushel.  Last  year  the  increase 
was  moderate. 

What  are  the  prospects  for  such  an  increase  during  the  current  year?  It 
would  seem  that  they  are  a  little  better  than  last  year  although  not  as  good  as 
two  years  ago. 

Some  favorable  factors  in  the  soybean  situation  are:  (1)  Business  conditions 
have  been  improving  since  June  and  the  general  opinion  is  that  this  improvement 
will  continue.  (2)  The  cotton  crop  is  about  two-thirds  as  large  as  in  1937.  The 
chief  competing  products  with  soybean  meal  and  oil  are  cottonseed  meal  and  oil 
and  the  volume  of  these  is  directly  dependent  on  the  size  of  the  cotton  crop. 
1  Allowing  for  the  carry-over  of  cotton  seed  it  is  estimated  that  production  of 
cottonseed  meal  will  be  about  four-fifths  as  large  as  last  year.  (3)  the  mill 
price  of  soybean  oil  is  lower  than  that  of  cottonseed  oil  and  this  should  encourage 
heavy  consumption  of  the  former  in  alternative  uses.  (4)  Heavy  sales  of  soy- 
i  |  bean  meal  have  apparently  been  made.  This  will  encourage  consumption  of 
that  product. 

Factors  which  may  tend  to  hold  down  the  price  of  soybeans  are:  (1)  The 
expansion  in  number  of  hogs  will  increase  the  supply  of  lard.  Soybean  oil  is 
extensively  used  in  competitive  shortenings.  (2)  Supplies  of  cereal  grains  are 
abundant  and  prices  are  low.  Under  these  conditions  many  farmers  will  not  be 
I  careful  in  use  of  feed  and  may  use  less  soybean  meal  as  protein  supplement  than 
they  would  if  grains  were  scarce  and  high  in  price.  (3)  Although  the  supply 
of  cottonseed  meal  will  be  less  than  last  year  it  is  estimated  as  ten  percent  larger 
than  in  1936-37  when  the  price  of  soybeans  advanced  so  sharply. 

During  harvest  the  price  of  soybeans  was  adjusted  fairly  well  to  prices  of 
meal  and  oil.  Changes  in  the  prices  of  these  products  are  quickly  reflected  in  the 
price  of  soybeans.  A  change  of  one  cent  a  pound  in  the  price  of  oil  is  equivalent 
to  8-9  cents  per  bushel  of  beans  and  a  change  of  $1.00  a  ton  in  the  price  of  meal 
to  about  2.4  cents  per  bushel  of  beans.  L   J.  Norton 

THE   APPLE   SITUATION 

Are  present  apple  prices  in  line  with  supply  and  demand  conditions?  What 
are  the  prospects  for  a  substantial  seasonal  rise  during  the  cold  storage  market- 
ing season?  These  questions  are  uppermost  in  the  minds  of  apple  growers  who 
have  not  disposed  of  their  1938  crop. 

Apple  prices  paid  to  growers  are  dependent  upon  well  defined  forces  of 
which  four  are  of  primary  importance  in  determining  the  average  seasonal  price 
in  the  United  States.    These  are: 

(1)  Supply  of  apples  available  for  market. 

(2)  Supply  of  competing  fruits  (particularly  oranges  and  grapefruit). 

(3)  Domestic  demand  as  indicated  by  consumer  purchasing  power. 

1(4)   Foreign  demand. 
Crop  estimate  reports  of  the  United  States  Department  of  Agriculture  as  of 
ovember  1.  indicate  this  year's  crop  to  be  130,328,000  bushels,  which  is  61.9 
percent  of  the  exceptionally  large   1937  crop  of  210,673,000  bushels,  and  86.5 
percent  of  the  1927-36  average  (Table  4). 

Production  this  year  is  indicated  to  be  relatively  small  in  the  central  group 
">f  states,  including  Illinois ;  the  crop  in  the  Atlantic  coast  states  is  much  smaller 
:han  last  year  and  a  little  below  average.  In  the  Pacific  Northwest  production 
s  slightly  less  than  last  year  and  about  the  same  as  in  the  past  6  or  7  years. 
Washington,  the  leading  apple  growing  state  in  the  United  States,  has  an  indi- 
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Table  4. — Production   of  Apples  by   Regions  and  Selected  States,   Average   1927-36, 

Annual  1937  and  1938 


Region  or 
State 


Total  United  States 
North  Atlantic.  .  .  . 
Soutli  Atlantic    . 

North  Central 

South  Central 

Pacific  Northwest. . 

Massachusetts 

New  York 

New  Jersey 

Pennsylvania 

Delaware 

Maryland 

Virginia 

West  Virginia 

Ohio 

Illinois 

Michigan 

Missouri 

Arkansas 

Idaho 

Washington 

Colorado 


Average 
1927-36 


1,000  bu. 

150,728 

38,019 

24,816 

27,507 

6,268 

40,821 

2,927 
17,125 
.1.484 
9,465 
1 ,388 
1,920 
11,533 
5,780 
6,095 
4,099 
7,731 
2,207 
1,394 
4,859 
31,372 
1,968 


1,000  bu. 

210,673 
55,989 
39,952 
49,960 
1  1 ,450 
39,200 

3,465 

24,340 
5.463 

16,728 
2,750 
2.847 

18,000 

10,004 

12,636 
8,960 

14,432 
4,214 
2,295 
4,960 

30,340 
1,45  7 


Indicated 
1938 


1,000  bu. 

130,328 
36,232 

21,939 

20,272 

3,025 

38,065 

2.524 

16,380 

4,067 

9,338 

1,771 

2,118 

10,080 

4,800 

3,565 

2,912 

7,095 

588 

364 

3,953 

29,970 

1.982 


1938  as  per- 
centage of 
average 


percent 
86.5 
95.3 
88.4 
73.7 
48.3 
93.2 

86.2 
95.6 

116.7 
98.6 

127.6 

110.0 
87.4 
83.0 
58.5 
71.0 
91.8 
26.6 
26.1 
81.3 
95.5 

100.7 


1938  as 

percentage 

of  1937 


percent 
61.9 
64.7 
54.9 
40.6 
26.4 
97.1 

72.8 
67.3 
74.4 
55.8 
64.4 
74.4 
56.0 
48.0 
28.2 
32.5 
49.2 
13.9 
15.9 
79.7 
98.8 
136.0 


cated  1938  crop  of  29,970,000  bushels,  compared  with  30,340,000  bushels  in  1937. 
Illinois,  on  the  other  hand,  has  a  crop  this  vear  of  only  2,912,000  bushels  com-j 
pared  with  8,960,000  bushels  in  1937. 

The  rapid  rise  in  citrus  production  in  the  United  States  in  recent  years  is 
of  much  concern  to  apple  growers. 

Total  grapefruit  production  for  the  1938-39  marketing  season  was  indicated 
on  November  1  at  40,720,000  boxes,  compared  with  the  previous  record  crop  of 
30.878,000  boxes  in  1937-38,  and  the  1927-36  average  of  16,772,000  boxes. 

A  record  crop  of  oranges  also  is  in  prospect.  Production  from  the  19381 
bloom  for  all  varieties  except  California  Valencias,  was  indicated  on  November  1 
at  50.055,000  boxes,  compared  with  45,551,000  boxes  in  1937  and  a  1927-36 
average  of  32,052,000  boxes.  No  production  data  are  available  for  Valencias, 
but  this  variety  will  not  be  an  important  source  of  supply  until  after  the  apple 
marketing  season. 

Increased  industrial  activity  and  improvement  in  general  business  will  be 
reflected  in  fruit  markets,  and  as  a  result  the  domestic  demand  for  apples  \s< 
expected  to  show  some  improvement  during  the  fall  and  winter.  The  importance 
of  domestic  demand  is  indicated  in  a  study  by  the  Bureau  of  Agricultural  Eco- 
nomics in  which  for  the  period  1922-37  consumer  demand  as  measured  b\ 
income  of  industrial  workers  was  more  important  in  determining  prices  thar 
was  the  supply  of  apples. 

Exports  of  apples  declined  sharply  from  1930  to  1934.    In  1930-31  export! 
were  more  than  20  million  bushels,  but  in   1934-35  had   dropped   to  8  millior 
bushels.    Because  of  large  supplies  and  low  prices  in  1935-36  exports  rose  tc(| 
mi  nf  than  13  million  bushels,  and  in  1937-38  were  slightly  more  than  10  millior 
bushels. 

Fruil  crops,  including  apples,  arc  relatively  lighl  this  year  in  England  ar 
other  European  countries.  For  this  reason  the  foreign  demand  for  Unite 
States  apples  may  be  somewhat  better  than  last  season,  particularly  since  the  nev 
trade  agreemenl  reduces  English  tariffs  on  apples  by  one  third.  Factors  tending 
to  offset  the  effeel  of  smaller  foreign  fruit  crops,  however,  are  a  low  level  o: 
business  activity  in  foreign  countries  and  a  continuation  in  most  countries  o 
import   duties  and  other  trade  restrictions. 
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Although  the  Illinois  apple  crop  is  light,  this. is  not  the  situation  in  all  parts 
of  the  country.  The  United  States  crop  is  indicated  to  be  61.9  percent  of  last 
year's  crop,  and  86.5  percent  of  the  1927-36  average.  The  Pacific  Northwest 
has  a  near  normal  crop,  and  supplies  in  the  east  are  nearer  average  than  in  Illinois 
and  the  other  central  states. 

The  price  of  apples  in  Illinois  is  influenced  by  competing  supplies  from 
western  and  eastern  states.  Whether  a  substantial  seasonal  rise  in  apple  prices 
will  occur  depends  on  movement  from  the  northwest,  amount  in  cold  storage, 
improvement  in  consumer  purchasing  power,  and  volume  of  exports.  Illinois 
growers  should  watch  these  developments  carefully. 

The  1938  crop  of  apples  in  the  United  States  is  similar  to  that  in  1934  in 
respect  to  total  supplies  and  their  regional  distribution.  Apple  prices  during 
the  1934  crop  marketing  year  failed  to  make  the  seasonal  rise  usually  expected 
in  light  crop  years,  because  exports  dropped  to  a  low  point ;  domestic  shipments 
from  the  Northwest  were  heavy  because  of  a  large  crop  and  loss  of  foreign 
markets ;  consumer  purchasing  power  was  low ;  the  movement  into  consumption 
was  slow  during  the  late  fall  months  because  of  high  prices  and  over  optimism 
as  to  price  outlook ;  and  the  proportion  of  the  crop  stored  was  high. 

In  comparing  the  present  marketing  season  with  that  of  1934-35,  the  follow- 
ing differences  are  noted:  demand  conditions  have  improved;  industrial  activity 
is  higher,  and  further  improvement  is  expected  during  the  winter ;  light  fruit 
crops  in  European  countries  may  result  in  improved  foreign  demand ;  preliminary 
cold  storage  holding  reports  indicate  small  storage  stocks  (December  1  cold 
storage  reports  will  best  indicate  these  supplies).  Offsetting  these  favorable 
factors  is  the  record  crop  of  citrus  fruits,  the  bulk  of  which  will  be  marketed 
during  the  marketing  season  for  storage  apples.  y    a.  Ekstrom 

New  Trade  Agreement.  For  twenty  years  a  world-wide  trend  toward  national 
self-sufficiency  has  been  evidenced  by  increasing  trade  barriers  which  have  tended 
to  reduce  trade  between  nations.  Since  1934  the  United  States  has  been  gradually 
developing  reciprocal  trade  agreements  with  various  countries  designed  to  prevent 
increases  in  tariffs  of  a  wide  range  of  products  and  to  provide  for  reductions  in 
tariffs  on  specified  products  by  the  nations  concerned.  The  trade  agreement 
signed  on  November  17  with  Great  Britain  and  with  Canada  is  the  twentieth  in 
number  and  the  most  important  of  those  established.  Concessions  by  Great 
Britain  to  our  trade  include  reductions  in  rates  on  wheat,  lard,  rice,  apples,  pears, 
dried  fruits,  canned  corn,  citrus  fruit  juices,  honey,  and  certain  industrial  prod- 
ucts. The  United  States  grants  reductions  on  specified  textiles,  machinery,  indus- 
trial raw  materials,  and  products.  Canada  makes  reductions  on  fruits,  vegetables, 
pork,  hogs,  corn,  metal  products,  office  and  household  machinery.  The  United 
States  lowers  tariffs  on  Canadian  cattle,  hogs,  pork  products,  cheese,  mill  feeds, 
and  seed  potatoes.   These  agreements  become  effective  January  1. 

t_,2The  first  source  is  for  annual  data;  the  second  is  for  current  data  from  which  tables  may  be  brought 
to  date. 

•Survey  of  Current  Business,  1936  supplement,  U.S.  Dept.  of  Commerce;  subsequent  monthly  issues. 
'Same  as  footnote  1.  'Illinois  Crop  and  Livestock  Statistics,  Circular  438  (1937)  ;  monthly  mimeographs  of 
Statistical  Tables  for  Illinois  Crop  Report,  converted  from  1910-14  =  100  to  1924-29  =  100  by  multiplying 
by  .7151.  4Agricultural  Situation,  Bureau  of  Agricultural  Economics.  U.S.D.A.;  Agricultural  Situation, 
converted  from  1910-14  =  100  to  1924-29  =  100  by  multiplying  by  .6486.  'Calculated  from  data  furnished 
by  Bureau  of  Agricultural  Economics;  Survey  of  Current  Business,  seasonally  adjusted.  'Calculated  by 
Department  of  Agricultural  Economics,  University  of  Illinois,  seasonally  adjusted.  Data  from  Farm  Income, 
Bureau  of  Agricultural  Economics;  B.A.E.  monthly  mimeograph.  Receipts  from  Sale  of  Principal  Farm 
Products  (government  payments  not  included).  'Obtained  by  dividing  Index  of  Illinois  Farm  Inconv 
(column  6)  by  Index  of  Prices  Paid  by  Farmers  (column  4).  'Monthly  Indexes  of  Non- Agricultural  and 
National  Income,  Supplement,  August,  1937.  B.A.E. ;  Price  and  Demand  Situation,  or  Agricultural  Situa- 
tion. "Survey  of  Current  Business,  1938  Revision;  subsequent  monthly  issues,  unadjusted  for  seasonal 
variation.  '"Federal  Reserve  Bulletin  of  Federal  Reserve  Board,  September,  1933  and  subsequent  issues; 
Survey  of  Current  Business,  seasonally  adjusted.  "Preliminary  estimate.  "Illinois  Crop  and  Livestock- 
Statistics,  Cir.  438;  Monthly  price  releases.   State  Agricultural   Statistician. 
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Table  A. — Indexes  of  United  States  Agricultural  and  Business  Conditions 


Year  and 
month 


Base  period 

1929 

1930 

1931 

1932 

1933 

1934 

1935 

1936 

1937 

1938  Jan..  . 

Feb... 

Mar. . 

Apr. . . 

May. . 

June. . 

July.. 

Aug.  . 

Sept. 

Oct..  . 


Commodity  prices 


Wholesale  prices 


All  com- 
modities' 


1926 
95 
86 
73 
65 
66 
75 
80 
81 
86 
81 
80 
80 
79 
78 
78 
79 
78 
78 
78" 


Farm 
products2 


1926 
105 

88 
65 
48 
51 
65 
79 
81 
86 
72 
70 
70 
68 
68 
69 
69 
67 
68 
67" 


Illinois 
farm 
prices3 


1924-29 
104 
89 
62 
41 
45 
61 
82 
86 
96 
74 
71 
72 
70 
69 
70 
74 
66 
69 
64" 


Prices 
paid  by 
farmers* 


1924-29 
99 
94 
80 
69 
71 
80 
81 
80 
84 
82 
82 
81 
81 
81 
80 
80 
79 
78 
78 


Income  from  farm  marketings 


U.S. 


In 
money5 


1924-29 
103 
83 
58 
43 
49 
57 
64 
75 
81 
70 
62 
67 
70 
68 
72 
83 
72 
74 


Illinois 


In 

money6 


1924-29 

103 
87 
58 
43 
51 
55 
65 
82 
86 
85 
79 
80 
85 
88 
84 
80 
77 
73 


In  pur- 
chasing 
power7 


1924-29 
104 

93 

72 

62 

72 

69 

80 
102 
102 
104 

96 

99 
105 
109 
105 
101 

97 

94 


Non- 
agricul- 
tural 
income8 


1924-29 
107 
100 

86 

68 

63 

72 

77 

87 

96 

90 


87 
86 
85 
86 
87 


Factory 
payrolls9 


1923-25 
110 

89 

68 

47 

50 

64 

74 

86 
102 

75 

77 

77 

75 

73 

71 

71 

77 

81 


Indus- 
trial 
produc- 
tion10 


1923-25 
119 

96 

81 

64 

76 

79 

90 
105 
110 

80 

79 

79 

77 

76 

77 

83 

88 

90" 


Table  B. — Prices  of  Illinois  Farm  Products12 


Product 


Corn,  bu 

Oats,  bu 

Wheat,  bu 

Barley,  bu 

Soybeans,  bu. .  .  . 

Hogs,  cwt 

Beef  cattle,  cwt. . 

Lambs,  cwt 

Milk  cows,  head . 
Veal  calves,  cwt. 

Sheep,  cwt 

Butterfat,  lb. .  .  . 

Milk,  cwt 

Eggs,  doz 

Chickens,  lb 

Wool,  lb 

Apples,  bu 

Hay,  ton 

Potatoes,  bu. .  .  . 


Yearly  average 


$   .79 

.41 

1.27 

.65 

1.77 

9.80 

8.52 

12.00 

78.61 

11.25 

6.35 

.42 

2.31 

.27 

.21 

.35 

1.36 

1.27 

1.44 


1936 


$   .75 

.31 

1.00 

.74 

.94 

9.70 

7.51 

8.74 

55.00 

8.49 

3.66 

.31 

1.80 

.21 

.16 

.29 

1.15 

13.33 

1.22 


1937 


$    .94 

.39 

1.10 

.84 

1.20 

10.11 

8.93 

9.58 

61.00 

9.43 

4.09 

.32 

1.92 

.20 

.16 

.32 

1.18 

12.41 

1.12 


Current  months 


July 


$    .50 

.22 

.62 

.46 

.80 

9.20 

8.90 

8.30 

62.00 

8.60 

3.10 

.23 

1.50 

.17 

.15 

.18 

.85 

6.30 

.75 


Aug. 


$    .44 

.18 

.54 

.40 

.70 

8.00 

8.  10 

7.50 

60.00 

8.70 

3.10 

.24 

1.55 

.17 

.14 

.20 

.90 

5.90 

.55 


Sept. 


$    .44 

.20 

.55 

.44 

.65 

8.60 

8.20 

7.60 

58.00 

9.40 

3.20 

.23 

1.60 

.22 

.14 

.20 

.95 

6.40 

.60 


Oct. 


$   .36 

.20 

.56 

.43 

.60 

7.40 

7.80 

7.30 

60.00 

9.20 

3.30 

.23 

1.65 

.24 

.13 

.20 

1.05 

6.30 

.60 


>~12For  sources  of  data  in  tables  see  previous  page. 
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CURRENT   ECONOMIC    DISCUSSIONS    ON    THE   AIR 

The  following  special  Agricultural  Economics  broadcasts  are  a  part  of  the  pro- 
grams in  Agriculture  and  Home  Economics  which  are  broadcast  regularly  by  the 
College  of  Agriculture.  The  Agricultural  Programs  are  daily  except  Saturday  at 
12:30  to  1:00  p.m.  The  Home  Economics  Programs  are  Monday,  Wednesday,  and 
Friday,  9:00-9:15  a.m.,  Station  W  I  LL,  580  Kilocycles. 

January    6 — "News  from  the  Music  and  Drama  Tryouts,"  Ralph  McKenzie. 
January  13 — "Highlights  from  the  Farm  and  Home  Week  Agricultural  Economics 

Program,"   G.  W.   Freemeyer,   F.   C.  Jones,  G.   P.   Collins,   G.   T. 

Hudson. 
January  20 — "The   Current  Economic  Situation  as  It  Affects  the   Farmer,"   E.  J. 

Working,  F.  G.  Warren. 
January  27 — "The   Grade  of   Beef  Sold  in   Illinois,"   R.    C.   Ashby,   Sleeter   Bull, 

R.  J.  Webb. 


SOME  FEATURES  OF  THE  RECENT  TRADE  AGREEMENT 
WITH  CANADA  AND  THE  UNITED  KINGDOM 

On  January  1,  1939,  a  trade  agreement  between  the  United  States  and  the 
United  Kingdom  and  various  British  possessions,  and  a  revised  trade  agreement 
between  Canada  and  the  United  States  will  go  into  effect.  These  agreements 
represent  important  steps  in  the  present  program  of  the  United  States  Govern- 
ment to  remove  barriers  to  trade  with  foreign  countries.  To  date  twenty  such 
agreements  have  been  made. 

These  two  agreements  contain  hundreds  of  individual  items  which  involve  re- 
ductions in  import  duties  or  other  barriers  to  trade  imposed  by  the  countries  con- 
cerned.  They  will  affect  Illinois  agriculture  in  three  ways: 

1.  Expand  outlets  for  products  on  which  concessions  are  granted  ; 

2.  Increase  competition  in  connection  with  products  on  which  our  government 
grants  concessions  ; 

3.  Increase  markets  for  farm  products  by  the  stimulus  given  to  business 
activity  in  this  and  foreign  countries.    Since  the  bulk  of  the  produce  of  Illinois 

i  agriculture  is  used  by  American  consumers,  the  stimulus  to  trade  in  various  lines 
'■  of  American  industry  and  the  resulting  increase  in  payrolls  and  consuming  power 
for  foodstuffs  will  probably  be  the  most  important  benefit  to  farmers. 

Concessions  by  the  United  Kingdom.  The  United  Kingdom  is  a  deficit  country 
for  foodstuffs  and  is  the  largest  importing  country  for  farm  products  produced 
in  the  temperate  zones.  Hence  most  of  the  direct  increase  in  trade  in  farm 
products  will  result  from  concessions  made  by  the  United  Kingdom.  The  most 
important  of  these  affecting  Illinois  products  and  the  values  of  these  products 
imported  by  the  United  Kingdom  from  this  country  in  1937  follow: 

1937  imports  from 
Product  Changes  in  duty  United  States 

Wheat 6  cents  per  bushel,  eliminated #8, 312, 000 

Hams No  duty  before  agreement.     Minimum  quota  of  56,000,000  pounds  imports 

from  United  States  established 7,205,000 

Apples Reduced  by  about  15  cents  per  bushel 6,076,000 

Lard Ten  percent  of  value,  eliminated 9,073,000 
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Concessions  by  Canada.  Canada  also  reduced  duties  on  a  number  of  farm 
products  which  are  produced  in  Illinois  but  since  she  is  largely  or  wholly  self- 
sufficient  in  these  items,  the  major  effect  will  probably  be  to  permit  reciprocal 
trade  in  local  or  seasonal  surpluses — a  highly  desirable  thing. 

Import  duties  levied  by  Canada  on  some  of  these  products  before  the  first 
agreement  (  1935),  in  the  first  agreement  (1936-1938)  and  in  the  new  agreement 
(1939)  together  with  amounts  of  such  products  imported  from  the  United  States 
in  1937  are: 


Product 


Rate  of  duty  levied  by  Canada 


1935 

1936-1938 

(cents) 

(cents) 

3 

IX 

5 

1% 

10 

10 

2 

0 

25 

20 

16 

9 

20 

15 

1939 


1937  imports  from 
the  United  States 


Hoys  (per  pound) 

Bacon,  hams,  etc.  (per  pound) 

Kggs  (per  dozen) 

Soybeans  (per  pound) 

Corn  (per  bushel) 

Oats  (per  bushel) 

Apples  (per  $  of  value) 


(cents) 
1 

5 
0 
10 

8 
15 


5266,000 

12,000 

9,000 

98,000 

1 ,896,000 

250,000 


Concessions  by  the  United  States.  Among  products  in  which  Illinois  farmers 
have  a  direct  interest,  the  duties  levied,  and  quotas  allowed  by  our  government 
and  imports  from  Canada  in  1937  are: 


Product 


Cattle,  weighing  less  than  200  pounds  (per  pound)1 
Cattle,  weighing  700  pounds  or  more  (per  pound)2 

Dairy  cows  (per  pound)3 

Hogs    (per  pound) 

Fresh  pork  (per  pound) 

Bacon,  hams,  etc.4  (per  pound) 

Chickens,  dressed  (per  pound) 

Eggs  (per  dozen) 

Cream  (gallon)5 

Barley  (per  bushel) 

Oats  (per  bushel) 

Bran,   shorts,   and   wheat   unfit   for  human   con- 
sumption (per  $  of  value)  

Alfalfa  seed  (per  pound) 

Alsike  ilnvcr  seed  (per  pound) 

Red  clover  seed  (per  pound) 

Sweet  clover  seed  (per  pound) 


Rate  levied  by  1".  S. 


1935 

1936-1938 

(cents) 

(cents) 

2H 

Wz 

3 

2 

3 

H4 

2 

2 

2H 

2'2 

3H 

3H 

10 

6 

10 

5 

56.6 

35 

20 

20 

16 

16 

10 

10 

8 

4 

8 

4 

8 

56 

4 

2 

1939 


(cents) 
IX 

ix 

IX 

1 

IX 

2 

6 

5 

28.3 

15 


1937  imports  from 
Canada 


51,246,000 

1 1 ,006,000 

425,000 

1,525,000 

2,583,000 

(not  available) 

7,000 

3,000 

204,000 

9,132,000 

25,000 

6,372,000 
642,000 
229,000 
44 1 ,000 
579,000 


'Number  at  reduced  duty  was  fixed  at  51,933  annually  in  original  agreement  and  at  100,000  in  new  agreement; 

2Number  at  reduced  rate  was  fixed  at  155,799  head  annually  in  original  agreement  and  at  225,000  head  annually 
but  not  more  than  60,000  in  any  quarter  year  period  in  new  agreement.  The  new  quota  equals  about  1.5  percent  ni 
our  annual  cattle  slaughter. 

'Number  at  reduced  rate  fixed  at  20,000  annually  in  original  agreement,  no  limit  in  new  agreement. 

'This  docs  not  apply  ii  cooked,  boned,  canned,  or  made  into  sausage. 

'Reduced  duty  applies  to  only  1,500,000  gallons  in  both  agreements. 

6Reduced  to  5  cents  by  the  French  trade  agreement,  effective  June  15,  1936. 

The  quota  provisions  which  limited  imports  to  a  small  percentage  of  ouij 
domestic  supply  are  continued  lor  cattle  and  cream  but  are  dropped  for  dairj 
COWS.  Quotas  are  also  fixed  tor  the  quantities  of  whole  milk,  potatoes,  and  lisl 
on  which  reduced  duties  applied.  In  order  to  prevent  the  full  quota  of  caltlt 
from  coming  in  during  a  short  period  of  the  year  and  thus  disturbing  the  orderly 
marketing  of  cattle  a  maximum  quota  for  each  quarter-year  period  is  fixed.  This 
is  a  new  feature  in  the  1938  agreement. 

Effects  of  These  .  Igreements.   The  direct  effects  of  these  agreements  will  he  t< 
Stimulate  our  exports  to   England  of  items  like  wheal,  lard,  and  hams  when  stir 
plus  Supplies  are  available  here  and  of  certain  products  to  Canada  when  supplied 
are  short  there  as  oats  were  in   1937.     Likewise  imports  of  Canadian  cattle,  w  hea 
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feeds,  and  barley  to  this  country  will  be  stimulated.  The  importation  of  hogs  and 
pork  from  Canada  in  1937  was  probably  unusual  as  the  result  of  short  supplies 
and  high  prices  here  after  the  1936  drouth. 

Since  Illinois  agriculture  is  distinctly  commercial  and  therefore  dependent  on 
active  and  vigorous  markets  and  since  the  trade  agreements  will  encourage  trade 
upon  which  all  markets  depend,  the  long  run  effects  of  these  agreements  will  be 
desirable.  L.  j.  Norton 

A  NEW  INDEX  OF  INDUSTRIAL  PRODUCTION  PER  CAPITA 

One  of  the  most  important  indexes  of  business  conditions  and  of  domestic 
demand  for  farm  products  is  the  index  of  industrial  production  which  is  pub- 
lished monthly  by  the  Board  of  Governors  of  the  Federal  Reserve  System.    It 
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Fig.  1. — Business  Conditions  1922  to  Date,  as  Measured 
by  the  Index  of  Industrial  Production*  per  Capita 


has  the  disadvantage,  however,  that  a  given  level  of  industrial  production  today 
does  not  indicate  the  same  degree  of  business  prosperity  as  it  did  15  years  ago. 
As  the  population  of  a  country  increases,  both  the  needs  of  the  country  and  its 
ability  to  produce  increase.  In  order  to  supply  an  index  which  takes  account  of 
changing  population,  the  Department  of  Agricultural  Economics  has  constructed 
an  index  of  per-capita  industrial  production. 

To  adjust  the  industrial  production  index  for  population  changes — that  is,  to 
place  it  on  a  per-capita  basis — it  is  necessary  to  divide  it  by  a  population  index. 
Such  an  index  was  constructed  from  the  January  1  and  July  1  estimates  of  popu- 
lation as  published  by  the  United  States  Bureau  of  Census.  Monthly  population 
figures  were  calculated  from  these  bi-yearly  estimates  and  the  index  then  calcu- 
lated with  1923-1925  as  100.  The  population  index  indicates  that  although  there 
has  been  a  steady  increase  in  our  population,  the  rate  of  increase  has  not  been  as 
(great  since  1930  as  in  the  twenties.  This  is  partly  the  result  of  a  well-established 
tendency  for  the  rate  of  population  growth  to  slow  down,  but  also  a  reflection  of 
'the  depression  period,  since  with  decreased  business  activity  the  birth  rate  tends 
to  decrease. 

The  Federal  Reserve  Board  industrial  production  index,  adjusted  for  seasonal 
variation,  reached  a  peak  of  121  in  December  1936.    By  May  1938  it  had  fallen 
to  76,  which  is  a  decline  of  45  in  17  months.    The  new  index  of  industrial  pro- 
duction per  capita  rose  to  only  106  in  December  1936  (Figure  1).    By  May  1938 
Jit  had  fallen  to  66  which  is  a  decline  of  only  40  points. 

Since  May  there  lias  been  a  marked  improvement  in  business  activity  and 
he  index  of  industrial  production  index  per  capita  (  adjusted  for  seasonal  varia- 
ion)  for  October  1938  is  83,  and  incomplete  data  suggest  a  figure  of  about  88 
for  November.  F.  G.  Warren  and  E.  J.  Working 


1  '-'For  data  on  sources,  see  i>a.ire  211,  November  issue. 
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Table  A. — Indexes  of  United  States  Agricultural  and  Business  Conditions 


Year  and 
month 


Commodity  prices 


Wholesale  prices 


All  com- 
modities1 


Farm 
products* 


Illinois 
farm 
prices5 


Prices 
paid  by 
farmers4 


Income  from  farm  marketings 


U.S. 


In 
money6 


Illinois 


In 
money6 


In  pur- 
chasing 
power7 


Non- 
agricul- 
tural 
income8 


Factory 
payrolls9 


Indus- 
trial 
produc- 
tion10 


Base  period 

1929 

1930 

1931 

1932 

1933 

1934 

1935 

1936 

1937 

1938  Jan..  . 

Feb. . . 

Mar. . 

Apr.. . 

May.  . 

June. . 

July.. 

Aug.  . 

Sept. . 

Oct.. . 

Nov. . 


1926 
95 
86 
73 
65 
66 
75 
80 
81 
86 
81 
80 
80 
79 
78 
78 
79 
78 
78 
78 
77" 


1926 
105 

88 

65 

48 

51 

65 

79 

81 

86 

72 

70 

70 

68 

68 

69 

69 

67 

68 

67 

68" 


1924-29 
104 

89 
62 
41 
45 
61 
82 
86 
96 
74 
71 
72 
70 
69 
70 
74 
66 
69 
64 
66" 


1924-29 
99 
94 
80 

69 
71 
80 
81 
80 
84 
82 
82 
81 
81 
81 
80 
80 
79 
78 
78 
78 


1924-29 
103 
83 
58 
43 
49 
57 
64 
75 
81 
70 
62 
67 
70 

68  ' 
72 
83 
72 
73 
68 


1924-29 
103 
87 
58 
43 
51 
55 
65 
82 
86 
85 
79 
80 
85 
88 
84 
80 
77 
73 
73 


1924-29 
104 

93 

72 

62 

72 

69 

80 
102 
102 
104 

96 

99 
105 
109 
105 
101 

97 

94 

94 


1924-29 
107 
100 

86 

68 

63 

72 

77 

87 

96 

90 

88 

88 

87 

86 

85 

86 

87 

90 


1923-25 
110 
89 
68 

47 
50 
64 
74 
86 
102 
7S 
77 
77 
75 
73 
71 
71 
77 
81 
84 


1923-25 
119 

96 

81 

64 

76 

79 

90 
105 
110 

80 

79 

79 

77 

76 

77 

83 

88 

90 

96" 
100" 


Table  B. — Prices  of  Illinois  Farm  Products12 


Product 


J 

Nearly  average 

Current  months 

1924-29 

1936 

1937 

Aug. 

Sept. 

Oct. 

Nov. 

$   .79 

$   .75 

$   .94 

$   .44 

$    .44 

$   .36 

$   .37 

.41 

.31 

.39 

.18 

.20 

.20 

.21 

1.27 

1.00 

1.10 

.54 

.55 

.56 

.56 

.65 

.74 

.84 

.40 

.44 

.43 

.41 

1.77 

.94 

1.20 

.70 

.65 

.60 

.60 

9.80 

9.70 

10.11 

8.00 

8.60 

7.40 

7.40 

8.52 

7.51 

8.93 

8.10 

8.20 

7.80 

7.80 

12.00 

8.74 

9.58 

7.50 

7.60 

7.30 

7.80 

78.61 

55.00 

61.00 

60.00 

58.00 

60.00 

62.00 

11.25 

8.49 

9.43 

8.70 

9.40 

9.20 

9.10 

6.35 

3.66 

4.09 

3.10 

3.20 

3.30 

3.20 

.42 

.31 

.32 

.23 

.24 

.23 

.24 

2.31 

1.80 

1.92 

1.55 

1.60 

1.65 

1.65 

.27 

.21 

.20 

.17 

.22 

.24 

.27 

.21 

.16 

.16 

.14 

.14 

.13 

.13 

.35 

.29 

.32 

.20 

.20 

.20 

.22 

1.36 

1.15 

1.18 

.90 

.95 

1.05 

1.15 

1.27 

13.33 

12.41 

5.90 

6.40 

6.30 

6.60 

1.44 

1.22 

1.12 

.55 

.60 

.60 

.60 

Corn,  bu 

Oats,  bu 

Wheat,  bu 

Barley,  bu 

Soybeans,  bu. .  .  . 

Hogs,  cwt 

Beef  cattle,  cwt.. 

Lambs,  cwt 

Milk  cows,  head. 
Veal  calves,  cwt. 

Sheep,  cwt 

Butterfat,  lb. .  .  . 

Milk,  cwt 

Eggs,  doz 

Chickens,  lb 

Wool,  lb 

Apples,  bu 

Hay,  ton 

Potatoes,  bu. .  .  . 


l~'sFor  sources  of  data  in  tables  see  previous  page. 
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CATTLE  AND  SHEEP  ON  FEED 

Slaughter  supplies  of  grain  fed  cattle  may  be  expected  to  increase  more  than 
seasonally  during  the  next  4  to  5  months,  according  to  a  recent  report  of  the 
Bureau  of  Agricultural  Economics.  On  January  1,  1939,  there  were  about  seven 
percent  more  cattle  on  feed  in  the  eleven  Corn-Belt  states  than  on  January  1,  1938. 
The  increase  in  Illinois  was  eight  percent  over  the  same  period.  The  increase  in 
supplies  in  the  Corn  Belt  is  partly  offset  by  decreases  in  the  Western  States  and 
in  the  Lancaster  (Pennsylvania)  feeding  areas. 

Slaughter  supplies  of  the  lower  grades  of  cattle  will  probably  decrease  more 
than  seasonally  during  the  next  few  months  because  of  the  withholding  of  cows 
from  market  for  herd-building  purposes.  The  reduction  in  marketings  of  the 
lower  grades  will  more  than  offset  the  increase  in  number  and  weight  of  grain  fed 
cattle.  As  compared  with  a  year  earlier  this  will  result  in  a  decrease  in  total  beef 
supplies,  which  together  with  a  stronger  consumer  demand  than  last  year  is  ex- 
pected to  make  for  continued  firmness  in  cattle  prices. 

Estimates  as  of  January  1,  1939  place  the  number  of  sheep  and  lambs  on  feed 
at  5,700,000  or  five  percent  smaller  than  the  5,997,000  on  feed  January  1,  1938. 
The  average  number  on  feed  during  the  five-year  period  (1933-38)  was  5,558,000. 
In  Illinois  there  was  estimated  to  be  295,000  sheep  and  lambs  on  feed  January  1, 
1939  as  compared  to  290,000  on  January  1,  1938.  The  increase  in  the  Corn-Belt 
states  was  more  than  offset  by  decreases  in  the  Western  States,  particularly 
Colorado  and  Utah. 

CASH  FARM  INCOME,  1938 
Cash  farm  income  in  1938  including  Government  payments  was  $7,632,000,000, 
according  to  estimates  of  the  Bureau  of  Agricultural  Economics.   For  1937  income 
was  $8,574,000,000,  and  for  1936  it  was  $7,944,000,000.    For  the  United  States 

i  livestock  and  livestock  products  accounted  for  52  percent  of  the  total,  crops  for 
42  percent,  and  Government  payments  for  6  percent.    For  Illinois  the  correspond- 

I  ing  percentages  were  58,  39  and  3  percent  respectively.   The  figures  on  cash  farm 

!  income  for  Illinois  and  the  United  States  follow  (Table  1). 


Table  1. — Cash  Farm  Income  for  Illinois  and  the  United  States  by  Major  Groups 


Illinois 

United  States 

1937 
(1,000  dollars) 

1938 
(1,000  dollars) 

1937 
(1,000  dollars) 

1938 
(1,000  dollars) 

140,184 

9,100 

10,504 

34,794 

194,582 

292,131 

128,988 

5,518 

7,520 

36,445 

178,471 

267,128 

1,008,232 

547,074 

616,423 

1,673,885 

3,845,614 

2,039,211 
637,312 

1,530,227 
155,172 

4,361,922 

842,873 

403,577 

501,991 

1,411,584 

3,160,025 

1,892,843 

569,438 

1.430,244 

Other 

97.038 

3,989,563 

486,713 

15,393 

502,106 

445,599 

11,549 

457,148 

8,207,536 

366,909 

8,574,445 

7,149,588 

482,221 

Total  farm  cash  income 

7,631,809 

[2 
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GRAIN  STOCKS  ON  FARMS 
Farm  stocks  of  corn,  wheat  and  oats  on  January  1.  1939  were  well  above 
average  both  tor  the  United  States  and  for  Illinois  (Table  2).  As  compared 
with  a  year  earlier,  stocks  of  corn  and  oats  are  larger  this  year  in  the  entire 
country,  but  in  Illinois  stocks  of  all  three  grains  are  below  the  January  1,  1938 
figures. 

Table  2. — Grain  Stocks  on  Farms  January  1,  Illinois  and  United  States1 


Illinois 

United  States 

Av.  1928-37 
1000  bu. 

1938 
1000  bu. 

1939 
1000  bu. 

Av.  1928-37 
1000  bu. 

1938 
1000  bu. 

1939 
1000  bu. 

Corn 

Wheat 

200,096 

7,454 

69,456 

336,009 

9,590 

103,107 

319,453 

8,510 

72,952 

1,331.334 
215,599 
625,672 

1,673,221 
208,510 
698,431 

1,797,281 
281,190 

Oats 

685,583 

'Data  from  January  Crop  Report,  U.  S.  D.  A. 


These  figures  for  Illinois  for  January  1,  1939  represent  88  percent  of  the  1938 
crop  of  corn,  66  percent  of  the  oat  crop,  and  20  percent  of  the  wheat  crop.  This 
represents  more  than  the  ten  year  average  proportion  of  corn  and  oats  but  slightly 
less  than  the  average  proportion  of  wheat. 

"CROOKED  FARMING"  LEADS  STRAIGHT  TO  PROFITS 

"Crooked  farming,"  which  paradoxically  involves  nothing  beyond  the  law,  is 
leading  straight  to  profits  on  many  American  farms  today.  Farm  owners,  tenants, 
business  men,  extension  leaders,  and  laymen  interested  in  farming  continue,  how- 
ever, to  exhibit  varied  reactions  to  terracing,  strip  cropping,  contouring  and  other 
practices  being  effected  on  farms  in  project  demonstration  areas  of  the  United 
States  Soil  Conservation  Service. 

The  program  has  been  criticized  at  various  times  as  foolish  and  unwarranted, 
but  as  many  farmers  fight  against  soil  losses,  decline  in  crop  yields,  deterioration 
of  buildings  and  equipment,  and  seemingly  ever-increasing  mortgages,  results 
from  the  beginning  years  of  the  Soil  Conservation  Service  program  now  show 
that  "crooked  farming"  can  do  much  to  straighten  out  the  economic  status  of 
farmers,  whether  owners  or  tenants. 

That  the  economics  of  soil  conservation  is  a  question  of  paramount  importance' 
is  evidenced  by  results  of  a  cooperative  effort  of  the  Department  of  Agricultural 
Economics,  College  of  Agriculture,  University  of  Illinois,  and  the  Soil  Conserva- 
tion Service  of  the  United  States  Department  of  Agriculture  in  conducting  a 
farm  record  study  in  Illinois  to  ascertain  and  to  analyze  factors  of  good  farming 
and  to  examine  the  economic  effects  of  a  soil  conservation  program.  Detailed 
farm  records  are  being  kept  on  farms  cooperating  with  the  Soil  Conservation 
Service  in  its  demonstration  program  and  also  on  neighboring  farms  which  are 
following  the  usual  systems  of  farming. 

In  a  comparative  study  designed  to  measure  the  effect  of  conservation  prac- 
tices in  the  LeRoy,  Illinois  Soil  Conservation  Project  Area,  where  farm  records 
have  been  kept  for  the  past  three  years,  thirty  farms  cooperating  with  the  Con- 
servation program  were  matched  with  an  equal  number  of  non-cooperating  farms 
on  bases  of  number  of  acres,  soil  ratings,  proportions  of  land  tillable,  and  land 
valuations. 

While  normally  three  to  five  years  are  required  to  effect  a  program  of  con- 
servation, records  for  1937  (in  all  cases  one  to  three  years  after  the  program 
was  initiated)  show  striking  results  in  an  economic  comparison  of  cooperators 
and  noii  cooperators.  By  1937  cooperating  farms  in  this  grain-producing  area 
had  improved  materially  over  those  which  employed  the  usual  system  of  culti- 
\  at  ion  (Table  3). 
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Reduction  of  acreage  of  soil  building  crops  on  non-cooperating  farms  was 
due  to  various  causes,  most  important  being  an  increasing  inability  to  grow 
legumes  because  of  soil  deterioration.  Although  the  cooperating  farms  are  in  the 
transitory  stage,  their  improved  rotations,  applications  of  limestone  and  fertilizer, 
and  soil  conserving  practices  such  as  contour  farming,  strip  cropping,  and  ter- 
racing are  reflected  in  higher  crop  yields  (Table  4). 

By  1937  livestock  was  playing  an  important  part  in  the  higher  earnings 
secured  on  the  cooperating  farms.  As  compared  with  the  non-cooperators,  these 
farms  had  larger  investments  in  livestock,  fed  more  feed  and  were  more  efficient 
in  their  feeding  operations.  They  turned  naturally  to  livestock  to  utilize  roughages 
produced  under  the  soil  conserving  system  of  farming.   Good  soil-building  legumes 

Table  3. — Trends  in  Land  Use,  Cooperating  and  Non-Cooperating  Farms 


Proportion  of  tillable 
land  in  grain  crops 

Proportion  of  tillable  land  in  soil 
building  and  soil  conserving  crops 

30  Cooperators 

30  Non-Cooperators 

30  Cooperators 

30  Non-Cooperators 

percent 
77.8 
73.6 
71.7 

percent 
86.5 
88.2 
91.4 

percent 
22.2 
26.4 
28.3 

1935 

1936 

1937 

13.5 

11.8 

8.6 

Table  4. — Trend  in  Crop  Yields  on  Cooperating  and  Non-Cooperating  Farms 


1935 

1937 

30  Cooperating      30  Non-Coopera- 
Farms                    ting  Farms 

30  Cooperating 

Farms 

30  Non-Coopera- 
ting Farms 

Corn,  bu.  per  acre 

Oats,  bu.  per  acre 

49.8 
32.5 
16.8 

47.2 
29.8 
19.4 

55.6 
51.5 

22.2 

48.8 
48.3 
19.6 

Table  5. 


-Gross  Income,  Expenses  and  Net  Income  on  Cooperating  and  Non-Cooperating 
Farms,  1935-1937 


Gross  receipts  per  acre . 
Total  expenses  per  acre 

Net  income  per  acre. . . 
Net  income  per  farm.  . 


30  Cooperating 
Farms 


$14.86 
8.57 


$       6.29 
£1254.00 


30  Non-Coopera- 
ting Farms 


£13.91 
9.11 


£     4.80 
£882 . 00 


1937 


30  Cooperating 
Farms 


£20.44 
10.54 


£   9.90 
$1931.00 


30  Non-Coopera- 
ting Farms 


used  in  hay  and  pasture  mixtures  on  cooperating  farms  resulted  in  higher  quality 
roughages  and  hence  in  more  efficient  livestock  gains. 

The  "acid  test"  of  the  feasibility  of  conservation  is  the  return  in  dollars  and 
cents  and  here  again  the  cooperating  farms  were  superior. 

Cooperating  farms  in  1935,  the  first  year  the  program  was  underway,  had  an 
advantage  in  net  income  of  $372  a  farm  and  this  advantage  increased  to  $681  a 
farm  for  the  year  1937  (Table  5). 

To  date  the  farm  record  study  shows  clearly  that  a  planned  program  of  soil 
conservation  and  erosion  control  not  only  makes  possible  higher  farm  income  but 
also  provides  for  maintenance  and  improvement  of  soil  resources  and  farm  im- 
provements, hence  adds  to  the  capital  assets  of  the  farm.  Naturally,  any  such 
program  is  one  of  long-term  planning  and  full  benefits  may  not  be  realized  for  a 
number  of  years,  but  records  indicate  that  on  "conservation"  farms  these  benefits 
will  increase  as  surely  as  productivity  will  decrease  on  "non-conservation"  farms. 

1_12For  data  on  sources,  see  page  211,  November  issue.  rLLMER  L,.  oAUER 
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Table  A. — Indexes  of  United  States  Agricultural  and  Business  Conditions 


Year  and 
month 


Base  period 

1929 

1930 

1931 

1932 

1933 

1934 

1935 

1936 

1937 

1938  Jan. .  . 

Feb. . . 

Mar. . 

Apr.. . 

May. . 

June. . 

July.. 

Aug.  . 

Sept. . 

Oct. . . 

Nov. . 

Dec. .  . 


Commodity  price? 


I  Income  from  farm  marketings 


Wholesale  prices 


All  com- 
modities1 


1926 
95 
86 

73 
65 
66 

75 
80 

81 
86 

81 
80 
80 

79 
78 
78 
79 
78 
78 
78 
78 
77" 


Farm 

products2 


1926 
105 

88 

65 

48 

51 

65 

79 

81 

86 

72 

70 

70 

68 

68 

69 

69 

67 

68 

67 

68 

08" 


Illinois 
farm 

prices3 


1924-29 
104 
89 
62 
41 
45 
61 
82 
86 
96 
74 
71 
72 
70 
69 
70 
74 
66 
69 
64 
66 
67" 


Prices 
paid  by 
farmers4 


1924-29 
99 
94 
80 
69 
71 
80 
81 
80 
84 
82 
82 
81 
81 
81 
80 
80 
79 
78 
78 
78 
78" 


U.S. 


In 
money6 


1924-29 
103 
83 
58 
43 
49 
57 
64 
75 
81 
70 
62 
67 
70 
68 
72 
83 
72 
73 
68 
67 


Illinois 


In 
money6 


1924-29 
103 
87 
58 
43 
51 
55 
65 
82 
86 
85 
79 
80 
85 
88 
84 
80 
77 
73 
73 


In  pur- 
chasing 
power7 


1924-29 
104 

93 

72 

62 

72 

69 

80 
102 
102 
104 

96 

99 
105 
109 
105 
101 

97 

94 

94 


Non- 
agricul- 
tural 
income8 


1924-29 
107 
100 

86 

68 

63 

72 

77 

87 

96 

90 

88 

88 

87 

86 

85 

86 

87 

90 

90 


I    Indus- 
Factory  j      trial 
payrolls'    produc- 
tion10 


1923-25 
110 
89 
68 

47 
50 
64 
74 
86 
102 
75 
77 
77 
75 
73 
71 
71 
77 
81 
84 
84 


1923-25 
119 

96 

81 

64 

76 

79 

90 
105 
110 

80 

79 

79 

77 

76 

77 

83 

88 

90 

96 
103 
104" 


Table  B. — Prices  of  Illinois  Farm  Products12 


Product 


Yearly  average 


1936 


Current  months 


Sept. 


Oct. 


Nov. 


Corn,  bu 

Oats,  bu 

Wheat,  bu 

Barley,  bu 

Soybeans,  bu..  .  . 

Hogs,  cwt 

Beef  cattle,  cwt. . 

Lambs,  cwt 

Milk  cows,  head. 
Veal  calves,  cwt. 

Sheep,  cwt 

Butterfat,  lb. .  .  . 

Milk,  cwt 

Eggs,  doz 

Chickens,  lb 

Wool,  lb 

Apples,  bu 

Hay,  ton 

Potatoes,  bu.    .  . 


$   .79 

.41 

1.27 

.65 

1.77 

9.80 

8.52 

12.00 

78.61 

11.25 

6.35 

.42 

2.31 

.27 

.21 

.35 

1.36 

1.27 

1.44 


$   .75 

.31 

1.00 

.74 

.94 

9.70 

7.51 

8.74 

55.00 

8.49 

3.66 

.31 

1.80 

.21 

.16 

.29 

1.15 

13.33 

1.22 


10.11 

8.93 

9.58 

61.00 

9.43 

4.09 

.32 

1.92 

.20 

.16 

.32 

1.18 

12.41 

1.12 


$    .44 

.20 

.55 

.44 

.65 

8.60 

8.20 

7.60 

58.00 

9.40 

3.20 

.23 

1.55 

.22 

.14 

.20 

.95 

6.40 

.60 


7.30 

60.00 

9.20 

3.30 

.23 

1.60 

.24 

.13 

.20 

1.05 

6.30 

.60 


$   .37 

.21 

.56 

.41 

.60 

7.40 

7.80 

7.80 

62.00 

9.10 

3.20 

.24 

1.65 

.27 

.13 

.22 

1.15 

6.60 

.60 


$    .42 

.24 

.57 

.39 

.65 

7.00 

7.70 

8.10 

61.00 

8.60 

3.45 

.26 

1.70 

.26 

.13 

.-'3 

1.30 

6.20 

.70 


1_12For  sources  of  data  in  tables  see  previous  page. 
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LIVESTOCK  ON  FARMS 

Numbers  of  cattle,  hogs,  sheep  and  poultry  on  farms  have  increased  during 
the  past  year,  while  those  of  horses  and  mules  have  declined,  according  to  the 
annual  livestock  report  recently  released  by  the  Bureau  of  Agricultural  Eco- 
nomics (Fig.  1  and  Table  1). 

Numbers  of  horses  and  mules  continued  the  steady  decline  which  has  been  in 
evidence  for  the  past  twenty  years.  The  cattle  population  has  again  turned 
upward  after  four  years'  decline  which  started  with  the  drastic  liquidation  be- 
cause of  feed  shortage  in  the  drouth  year  1934,  and  which  continued  at  a  reduced 
rate  into  1938.  With  sheep  and  lambs,  liquidation  was  moderate  in  1934  and 
numbers  have  been  increasing  since  1936.  Reduction  in  numbers  of  hogs  was 
drastic  in  1934  when,  as  a  result  of  drouth  and  the  production  control  program, 
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Fig.  1. — Livestock  on  Farms  in  the  United  States  on  January  1,  1924-39 


Table  1. — Livestock  on 

Farms,  January  1,  United  States 

(thousands) 

Horses  and 
mules 

Cattle  and 
calves 

Cows  and 
heifers 

Sheep  and 
lambs 

All  hogs 

Chickens 

Av.  1927-36 

1935 

1936 

18.412 
16,683 
16,319 
16,013 
15,556 
15,182 

64,511 
68,529 
67,929 
66,803 
66,083 
66,821 

24,304 
26,069 
25,439 
24,993 
24,834 
25,093 

50,588 
52,245 
52,022 
52,489 
52,682 
53,762 

54,884 
39,004 
42,837 

440,971 
389,958 
401,238 

1937 

1938 

42.770 
44,218 

420,257 
386.573 

1939 

49,011                   412,647 

ILLINOIS 

1937 

1938 

1939 

837 
801 

759 

2,620 
2,646 
2,699 

1,146 
1,123 
1,134 

922 
965 
990 

4,053 
4,134 
4,423 

23.527 
21.645 
22.439 

. 

. 
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numbers  fell  from  59  millions  to  39  millions.  While  each  succeeding  year  has 
shown  an  increase,  the  greatest  gain  in  numbers  has  been  in  1938,  and  the 
aggregate  gain  in  the  four  years  is  equal  to  half  the  loss  in  1934.  Numbers  of 
chickens  are  about  3  percent  greater  than  the  average  of  the  last  five  years,  but 
*■.)  percent  below  the  average  for  the  ten-year  period,  1925-34. 

THE  HOG  SITUATION 

The  rapid  increase  in  hog  numbers  in  1938  and  the  prospect  that  the  number 
of  sows  to  farrow  in  the  spring  of  1939  will  be  21  percent  greater  than  in  the 
spring  of  1938  reflects  the  ample  feed  supplies  and  a  hog-corn  ratio  which  has 
continued  favorable  for  16  months.  While  these  conditions  usually  lead  to  the 
marketing  of  hogs  at  relatively  heavy  weights,  until  recent  weeks  this  tendency 
has  been  largely  offset  by  earlier  marketing  to  avoid  the  seasonal  price  decline. 

.Marketing  of  hogs  October  1  to  January  1  was  16  percent  above  that  of  the 
same  period  a  year  earlier,  reflecting  the  larger  spring  pig  crop  in  1938.  January 
marketings  were  less  than  a  year  earlier,  but  an  increased  movement  is  expected 
as  the  fall  pig  crop  movement  gets  under  way.  Total  marketings  for  the  year 
ending  with  September  are  expected  to  be  about  15  percent  greater  than  in  the 
I  receding  year.  The  anticipated  increase  in  spring  pigs  will  not  materially  affect 
market  receipts  until  after  the  beginning  of  the  next  marketing  year  on  October  1 
unless  farmers  market  large  numbers  of  spring  pigs  at  light  weights  in  August 
and  September,  as  they  did  in  1938. 

During  1938  imports  of  pork  amounted  to  52  million  pounds  or  about  two- 
thirds  as  much  as  in  1937,  and  54  percent  as  much  as  our  pork  exports.  With 
larger  domestic  supplies,  imports  are  declining  while  exports  are  expanding. 

Exports  of  pork  during  the  calendar  year  amounted  to  96  million  pounds,  or 
the  pork  production  of  about  620,000  hogs.  Lard  exports  totaled  205  million 
pounds,  or  the  lard  output  of  about  6.900,000  hogs.  The  heaviest  purchaser  botl 
of  pork  and  lard  was  the  United  Kingdom,  and  exports  to  that  country  may  be 
expected  to  increase  in  1939  under  the  recently  enacted  trade  agreement. 

Domestic  demand,  which  improved  markedly  during  the  latter  half  of  1938. 
appears  likely  to  maintain  a  position  of  little  change  for  some  months  with  further 
improvement  by  summer. 

Hog  prices  followed  the  usual  seasonal  decline  during  the  latter  half  of  1938, 
and  have  advanced  somewhat  in  recent  weeks,  reflecting  the  seasonal  reduction 
in  market  supplies.  Heavier  marketings  are  in  prospect  after  March,  with  a 
consequent  decline  in  prices  probable. 

The  picture  farther  in  the  future  is  uncertain.  A  large  spring  pig  crop  is  in 
prospect,  with  another  increase  in  the  fall  crop  likely  if  feed  production  is 
average.  The  total  pig  crop  for  1939  may  amount  to  as  much  as  80  million,  or  13 
percenl  greater  than  the  total  crop  of  1938  and  about  equal  to  the  1929-33 
average.  If  this  situation  materializes  lower  prices  must  be  expected  unless  busi- 
ness conditions  greatly  strengthen  consumer  demand. 

CONSIDERATIONS  IN  GOVERNMENTAL  PRICE  CONTROL 
OF  DAIRY  PRODUCTS 

Minimum  milk  prices  in  many  parts  of  the  United  States  are  being  set  by 
action  of  states  or  the  federal  government.  Adjacent  to  Illinois  wholesale  and 
retail  prices  are  being  set  by  milk  control  boards  in  Indiana  and  Wisconsin 
Sixteen  other  states  are  also  engaged  in  price  fixing.  During  recent  years  th< 
Dairy  Section  of  the  Agricultural  Adjustment  Administration  lias  been  setting 
minimum  prices  in  several  cities,  including  St.  Louis  and  the  quad  cities  (Rocl- 
Island,  Moline.  and  I'.ast  Molinc.  Illinois,  and  Davenport,  Iowa).  More  recentl) 
the  federal  government,  through  the  Federal  Surplus  Commodities  Corporator 
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and  the  Dairy  Products  Marketing  Association,  has  been  establishing  a  minimum 
level  of  butter  prices. 

Looking  ahead  some  states  are  considering  whether  they  should  adopt  some 
form  of  price  control  while  others  are  considering  the  abolition  of  this  type  of 
price  fixing.  A  farmer,  looking  at  the  problem  of  price-fixing,  may  well  ask  the 
question:    "What  factors  should  be  considered  in  governmental  price  control?" 

From  the  viewpoint  of  farmers  the  underlying  purpose  of  milk  price  control 
is  to  help  them  obtain  the  highest  possible  income  from  their  dairy  enterprises 
year  after  year.  Tn  order  to  evaluate  whether  this  objective  is  being  realized, 
careful  consideration  should  be  given  to  the  effect  of  price-fixing  upon:  (  1)  con- 
sumption of  market  milk,  (2)  milk  production,  and  (3)  the  use  of  substitute 
products. 

Effect  of  Price-Fixing  Upon  Market  Milk  Consumption.  Previous  studies 
have  indicated  that  the  decline  in  consumers'  incomes,  combined  with  relatively 
high  prices  for  market  milk,  have  been  the  principal  causes  of  losses  in  consump- 
tion.1 More  recent  studies  of  consumption  in  specific  cities  tend  to  verify  these 
conclusions. 

Changes  in  the  estimated  per-capita  consumption  of  milk  in  New  York  and 
Boston  from  1930  to  1938  are  shown  in  Fig.  2.    The  facts  disclosed  are: 
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Fig.  2. — Changes  in  Estimated  Per  Capita  Consumption  of  Market 
Milk  in  New  York  and  Boston,  1930-1938 

(Based  upon  milk  receipts  as  reported  by  the   B.A.E.,  and  relief  purchases  as 
reported  by  the  Federal   Surplus  Commodities  Corporation) 


1.  From  1930  or  1931  to  1934  the  per-capita  consumption  of  milk  in  both 
Boston  and  New  York  declined. 

2.  From  1934  to  1937  the  per-capita  milk  consumption  in  Xew  York  increased 
12  percent,  while  that  in  Boston  declined  3  percent. 

3.  The  1938  per-capita  consumption  in  New  York  was  slightly  less  than  in 
1937,  but  averaged  96  percent  of  that  in  1930.  Tn  contrast,  the  1938  consumption 
in  Boston,  excluding  milk  for  relief  purposes,  averaged  80  percent  of  that  for 
1930,  or  88  percent  when  relief  milk  was  included. 

What  caused  these  changes  in  milk  consumption?  The  major  reason  for  the 
decline  in  milk  consumption  in  these  cities  during  the  early  thirties  can  be 
attributed  to  the  decline  in  consumer  incomes.2  Since  1934,  the  increase  in  milk 
onsumption  in  New  York  City  can  be  attributed  to  an  increase  in  consumer 
incomes,  combined  with  low  retail  prices  at  which  milk  could  be  purchased  thru 
stores.    In  February,  1927,  wagon  sales  of  milk  in  New  York  City  averaged  54.4 
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'Illinois  Farm  Economics,  Nos.  34  and  35,  March  and  April,  1938,  pp.  161  and  162. 
2University  of  111.  Dept.  of  Agr.  Ec.  mimeographed  report  AE-986,  Nov.  1938,  Increasing 
'he  Consumption  of  Milk,  pp.  148-152. 
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percent'  of  total  milk  sales,  as  compared  with  41.2  percent2  in  June,  1938.  During 
this  period  store  sales  increased  from  27.8  percent  to  46.2  percent  of  total  sales, 
while  store  prices  ranged  from  2  to  5.1  cents  per  quart  less  than  doorstep- 
delivered  prices. 

The  major  cause  why  milk  consumption  in  Boston  failed  to  increase  since 
1934  can  be  attributed  to  losses  in  store  sales  resulting  from  artificially  high  resale 
prices,  particularly  for  store  milk.  These  prices  are  fixed  and  enforced  by  the 
Massachusetts  Milk  Control  Board. 

From  1922  to  1925,  Boston  housewives  could  buy  bottled  milk  from  stores  for 
nearly  3  cents  per  quart  less  than  retail  delivered  prices.  From  1926  to  1933,  the 
usual  price  spread  was  2Vi  cents  per  quart.  The  importance  of  store  sales  is 
indicated  by  the  following  statement.3  "In  1921  store  sales  of  milk  in  the  Boston 
metropolitan  area  were  negligible.  By  the  early  part  of  1932,  according  to 
Bronson,  they  had  increased  to  38  percent  of  the  total  sales  in  this  market.  By 
1933,  they  constituted  nearly  half  of  the  total  sales  of  milk  in  this  market." 

During  the  latter  part  of  1934,  the  Massachusetts  Milk  Control  Board  reduced 
the  differential  between  prices  of  store  and  delivered  milk  from  2Vi  cents  to  1 
cent  per  quart.  The  continued  decrease  in  estimated  per-capita  consumption  since 
1934  can  be  attributed  primarily  to  the  marked  reduction  in  store  sales  which 
resulted  from  this  increase  in  the  store  price. 

hi  Wisconsin,  which  also  has  fixed  and  enforced  resale  and  wholesale  prices, 
the  1938  consumption  of  market  milk  has  been  estimated  as  10  percent  less 
than  in  1930.4 

The  Effect  of  Price-Fixing  Upon  Milk  Production.  In  1938,  total  milk 
production  in  the  United  States  was  four  percent  higher  than  in  1937  (Fig.  3). 


Fig.  3. — Changes   in  the   Per   Capita    Production   of    Milk    in    the 
United  States,  1924  to  1938 

This  increase  can  lie  attributed  to  (1)  an  unusually  favorable  season;  (2)  much 
lower  Ued  prices;  (3)  the  fixing  of  butter  prices  at  a  level  higher  than  would 
have  prevailed  under  competitive  conditions;  and  (4)  a  small  increase  in  the 
number  of  dairy  cattle. 

Farmers   \w<\  more  heavily  when  milk  or  butter  prices  are  high  com 
with   \wi\  prices.    Moreover,  during  a  longer  period,  some   farmers  engaged  in- 
other   enterprises   such    as   the    production    d   beef    cattle   or   grain    shift    to    milk 
production  if  they  believe  this  to  be  more'  profitable.    Because  of  such  actual  or 
possible  shifts  in  production,  the  h    ing  of  milk  or  butter  prices  at  levels  which 

'Cornell  Univ.    \ur.  Exp.  Sta.  Bui.  -159,  |ulv.  1927,  p.  7. 

\    State  <  r.  and  U.S.D.  \     VK237.   Sales  of  Milk  by  Retail  Stores  in  the\ 

York  Market,  fune  1938,  pp.  I  and  2. 
Mil.   Exp.  Sta.   Bui.  397,  Jan.   1934,  p.445. 

ed   upon   information   obtained    Erom   an   official   of   .1   milk   producers'   association; 
ating  in  thai  area. 
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are  to  any  considerable  degree  out  of  line  with  prices  of  other  farm  products,  is 
likely  over  a  period  of  years  to  prove  unprofitable  to  dairy  farmers. 

Effect  of  Price-Fixing  Upon  Consumption  of  Substitute  Products.  That 
there  are  definite  limitations  upon  price-fixing  is  indicated  by  the  fact  that  when 
the  spread  between  retail  prices  of  market  and  evaporated  milk  is  wide,  some 
consumers  substitute  evaporated  milk  for  market  milk.  Likewise  when  the  price 
of  butter  is  high  compared  with  that  of  oleo,  consumers  use  more  of  this  vegetable 
substitute. 

Since  1933,  the  annual  per  capita  consumption  of  evaporated  and  condensed 
milk  in  the  United   States  has  increased   from    13.2   to   16.2  pounds    (Fig.   4). 
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Fig.  4. — Changes  in  the  Per  Capita  Consumption  of  Evaporated  and 
Condensed  Milk  (Case  Goods),  1920  to  1938.   Data  from  B.A.E. 


i,  During  this  period  the  spread  between  the  average  retail  price  per  quart  of 
market  milk  and  per  14V2-ounce  can  of  evaporated  milk  has  increased  from  4  to 
5.3  cents  per  unit  (Fig.  5).1  In  fact,  by  December,  1938,  this  spread  had 
increased  to  5.7  cents  per  unit,  the  widest  spread  recorded  for  any  month  since 
the  Bureau  of  Labor  Statistics  began  tabulation  of  these  data  in  1919.  While 
increased  use  of  concentrated  milk  as  a  baby  food,  and  an  aggressive  merchandis- 
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Fig.  5. — Average  Difference  Between   Retail   Prics  of  a  Quart  of 

Market  Milk  and  a  14i/2-Ounce  Can  of  Evaporated  Milk, 

by  Major  Cities,  1925-1929,  and  1938 

,ng  program  may  have  been  factors  in  the  increase  in  consumption  of  canned 
nilk  in  recent  years,  the  major  cause  can  be  attributed  to  the  increased  price 
.pread  between  canned  and  market  milk. 

Increases  in  market  milk  prices  have  varied  widely  in  different  cities.   Among 

||4  major  cities    (over  500,000  population)    in   the   United   States,   the   greatest 

ncrease  between  the  retail  price  per  quart  of  market  milk  and  per  14y£ -ounce,  can 

>t  evaporated  milk  has  been  in  Milwaukee,  where  the  increase  was  from  .8  cent  for 

925-29  to  4.4  cents  in  1938  (Fig.  6).   This  relative  increase  in  the  retail  price  of 

^hese  prices  represent  doorstep  delivered  prices  for  market  milk  and  store  prices  for 
vaporated  milk. 
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market  milk  accounts,  at  least  in  part,  for  the  decrease  in  consumption  of  market 
milk  since  1930. 

In  St.  Louis  the  spread  between  prices  of  lluid  and  evaporated  milk  has 
increased  from  3.6  cents  per  unit  in  the  period,  1925-29  to  6  cents  per  unit  in 
1938.  Data  on  milk  consumption  which  are  available  only  since  1934,  show  a  10 
percent  decrease  in  1938  as  compared  with  1934.  This  decrease  can  be  attributed 
both  to  unfavorable  publicity  in  1934  regarding  quality  of  milk  and  to  relatively 
high  retail  prices  for  market  milk  from  1934  to  1938.  While  minimum  prices  to 
producers  in  this  district  have  been  fixed  by  the  federal  government  since  1934, 
no  attempt  has  been  made  in  this  period  to  fix  resale  prices. 
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Fig.  6. — Average  Difference  in  Cents  Between   Retail  Prices  of  a 

Quart  of  Market  Milk  and  a  141/£-Ounce  Can  of 

Evaporated  Milk,  51  Cities,  1919  to  1938 

(Computed  from   reports   of  the   U.    S.    Bureau   of   Labor   Statistics.) 

That  governmental  price-fixing  does  not  necessarily  mean  an  increase  in  prices 
is  indicated  by  the  situation  in  Los  Angeles,  where  market  milk  prices  have  been 
established  under  state  control.    In  1938  the  spread  between  prices  of  market  and    ; 
evaporated  milk,  averaged  nearly  a  cent  less  than  for  1925-29. 

Likewise,  changes  in  prices  of  market  and  evaporated  milk  in  Chicago  show* 
that  relative  price  increases  are  not  limited  to  cities  subject  to  governmental  price- 
fixing;  here  in  1938,  the  spread  averaged  5.3  cents  per  unit  compared  with  4.1 
cents  in  the  years  1925-29. 

Oleomargarine  as  a  Butter  Substitute.  A  marked  improvement  in  quality 
of  oleomargarine  combined  with  its  relative  cheapness,  and  an  aggressive  mer 
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Fig.    7.    Changes    in    Annual    Per    Capita    Consumption    of    OLEO- 
MARGARINE,   UNITED    STATES,    1909    TO    1937 
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chandising  program,  has  resulted  in  an  increased  use  during  the  past  few  years. 
This  should  be  considered  carefully  in  any  program  for  fixing  minimum  prices 
of  butter. 

In  1937  consumption  of  oleomargarine  averaged  3.1  pounds  per  person,  or  not 
quite  double  that  of  1932  (Fig.  7).  With  the  exception  of  the  three  war-  and 
post-war  years  of  1918-20,  this  is  the  highest  consumption  in  the  past  twenty- 
nine  years. 

Prior  to  the  World  War  consumption  of  oleo  averaged  less  than  1.5  pounds 
annually  per  person.  High  butter  prices  during  and  immediately  following  the 
World  War  resulted  in  an  increase  in  oleo  consumption  to  3.5  pounds  per  person 
in  1920,  or  more  than  double  that  of  the  pre-war  period.  During  the  early  twenties 
oleo  consumption  declined  to  about  2  pounds  annually  per  person.  Later,  as  butter 
prices  advanced,  oleo  consumption  again  increased,  averaging  2.8  pounds  per 
person  in  1929.  Following  the  depression,  1929-32,  butter  prices  declined  to  a 
new  low,  and  oleo  consumption  fell  to  1.7  pounds  per  person.  This  forced  oleo 
manufacturers  to  look  for  new  ways  to  meet  competition,  and  resulted  in  bringing 
about  a  substantial  improvement  in  the  quality  of  oleo,  and  the  initiation  of  an 
aggressive  merchandising  program. 

The  retail  price  for  oleo  is  usually  around  half  that  for  butter;  for  51  cities 
in  December,  1938,  it  averaged  16.8  cents  per  pound,  compared  with  35.6  cents 
for  butter.  R.  W.  Bartlett 


1_12The  first  source  is  for  annual  data;  the  second  is  for  current  data  from  which  tables  may  be  brought 
:o  date. 

1Survey  of  Current  Business,  1936  supplement,  U.S.  Dept.  of  Commerce;  subsequent  monthly  issues. 
2Same  as  footnote  1.  3Illinois  Crop  and  Livestock  Statistics,  Circular  438  (1937);  monthly  mimeographs  of 
Statistical  Tables  for  Illinois  Crop  Report,  converted  from  1910-14  =  100  to  1924-29  =  100  by  multiplying 
by  .7151.  Agricultural  Situation,  Bureau  of  Agricultural  Economics,  U.S.D.A.;  Agricultural  Situation. 
:onverted  from  1910-14  =  100  to  1924-29  =  100  by  multiplying  by  .6486.  Calculated  from  data  furnished 
uy  Bureau  of  Agricultural  Economics;  Survey  of  Current  Business,  seasonally  adjusted.  Calculated  by 
Department  of  Agricultural  Economics,  University  of  Illinois,  seasonally  adjusted.  Data  from  Farm  Income, 
Bureau  of  Agricultural  Economics;  B.A.E.  monthly  mimeograph.  Receipts  from  Sale  of  Principal  Farm 
Products  (government  payments  not  included).  'Obtained  by  dividing  Index  of  Illinois  Farm  Income 
(column  6)  by  Index  of  Prices  Paid  by  Farmers  (column  4).  8Monthly  Indexes  of  Non-Agricultural  and 
.National  Income,  Supplement,  August,  1937,  B.A.E. ;  Price  and  Demand  Situation,  or  Agricultural  Situa- 
sion.  'Survey  of  Current  Business,  1938  Revision;  subsequent  monthly  issues,  unadjusted  for  seasonal 
)£(  rariation.  '"Federal  Reserve  Bulletin  of  Federal  Reserve  Board,  September,  1933  and  subsequent  issues; 
Survey  of  Current  Business,  seasonally  adjusted.  "Preliminary  estimate.  12Illinois  Crop  and  Livestock 
statistics,  Cir.  438;  Monthly  price  releases,  State  Agricultural  Statistician. 
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Table  A. — Indexes  of  United  States  Agricultural  and  Business  Conditions 


Commodity  prices 

Income  from  farm  marketings 

Non- 
agricul- 
tural 
income8 

Factory 
payrolls' 

Wholesale  juices 

Illinois 

farm 
prices3 

Prices 
paid  by 
farmers4 

U.S. 

In 

money6 

Illinois 

Indus- 
trial 
produc- 
tion10 

month 

All  com- 
modities1 

Farm 
products2 

In 
money6 

In  pur- 
chasing 
power7 

Base  period 

1929 

1926 
95 
86 
73 
65 
66 
75 
80 
81 
86 
79" 

80 
80 
79 
78 
78 
79 
78 
78 
78 
78 
77 
77" 

1926 
105 

88 

65 

48 

51 

65 

79 

81 

86 

69" 

70 
70 
68 
68 
69 
69 
67 
68 
67 
68 
68 
67" 

104 
89 
62 
41 
45 
61 
82 
86 
96 
69" 

71 
72 
70 
69 
70 
74 
66 
69 
64 
66 
66 
66 

1924-29 
99 
94 
80 
69 
71 
80 
81 
80 
84 
80" 

82 
81 
81 
81 
80 
80 
79 
78 
78 
78 
78 
78 

1924-29 
103 
83 
58 
43 
49 
57 
64 
75 
81 
70" 

62 
67 
70 
68 
72 
83 
72 
73 
68 
70 
68 

1924-29 
103 
87 
58 
43 
51 
55 
65 
82 
86 
81 

79 
80 
85 
88 
84 
80 
77 
73 
73 
90 
80 

1924-29 
104 

93 

72 

62 

72 

69 

80 
102 
102 
101 

96 

98 
105 
109 
105 
101 

97 

94 

94 
116 
103 

1924-29 
107 
100 

86 

68 

63 

72 

77 

87 

96 

89 

88 
88 
87 
86 
85 
86 
87 
90 
90 
92 
94 

1923-25 
110 

89 

68 

47 

50 

64 

74 

86 
102 

78" 

77 
77 
75 
73 
71 
71 
77 
81 
84 
84 
87 
83" 

1923-25 
119 

96 

81 

64 

76 

79 

90 
105 
110 

86 

79 

79 

77 

76 

77 

83 

88 

90 

96 
103 
104 
101" 

1930 

1931 

1932 

1933 

1934 

1935 

1936 

1937 

1938 

Feb 

Mar 

Apr 

May 

July 

Aug 

Sept 

Oct 

Dec 

1939  Jan..  . 

Table  B. — Prices  of  Illinois  Farm  Products12 


Product 


Yearly  average 


1936 


1937 


Current  months 


Oct. 


Nov. 


Dec. 


Jan. 


Corn,  bu 

Oats,  bu 

Wheat,  bu 

Barley,  bu 

Soybeans,  bu. .  .  . 

Hogs,  cwt 

Beef  cattle,  cwt.. 

Lambs,  cwt 

Milk  cows,  head . 
Veal  calves,  cwt. 

Sheep,  cwt 

Butterfat,  lb. .  .  . 

Milk,  cwt 

Eggs,  doz 

Chickens,  lb 

Wool,  lb 

Apples,  bu 

Hay,  ton 

Potatoes,  bu 


$   .79 

.41 

1.27 

.65 

1.77 

9.80 

8.52 

12.00 

78.61 

11.25 

6.35 

.42 

2.31 

.27 

.21 

.35 

1.36 

12.72 

1.44 


$   .75 

.31 

1.00 

.74 

.94 

9.70 

7.51 

8.74 

55.00 

8.49 

3.66 

.31 

1.80 

.21 

.16 

.29 

1.15 

13.33 

1.22 


$   .94 

.39 

1.10 

.84 

1.20 

10.11 

8.93 

9.58 

61.00 

9.43 

4.09 

.32 

1.92 

.20 

.16 

.32 

1.18 

12.41 

1.12 


$    .36 

.20 

.56 

.43 

.60 

7.40 

7.80 

7.30 

60.00 

9.20 

3.30 

.23 

1.60 

.24 

.13 

.20 

1.05 

6.30 

.60 


7.80 

62.00 

9.10 

3.20 

.24 

1.65 

.27 

.13 

.22 

1.15 

6.60 

.60 


$   .42 

.24 

.57 

.39 

.65 

7.00 

7.70 

8.10 

61.00 

8.60 

3.45 

.26 

1.70 

.26 

.13 

.23 

1.30 

6.20 

.70 


}5    .44 

.26 

.60 

.40 

.70 

7.10 

7.70 

8.10 

64.00 

8.90 

3.30 

.24 

1.65 

.16 

.14 

.22 

1.40 

6.10 

.75 


1_13For  sources  of  data  in  tables  see  previous  page. 
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Illinois  Farm  Economics 

Department  of  Agricultural  Economics,  College  of  Agriculture  and  Agricultural  Experi- 
ment Station,  in  cooperation  with  the  Extension  Service  in  Agriculture 
and  Home  Economics,  University  of  Illinois 

R.  C.  Ross,  Editor  March,  1939  Number  46 

FARM  ACCOUNTS  INDICATE  INCREASING  LIVESTOCK  PRODUCTION 

Livestock  production  on  Illinois  accounting  farms  is  increasing  as  the  result 
of  more  abundant  feed  supplies  available  since  the  harvest  of  1937.  In  the  United 
States  as  well  as  for  Illinois  feed  supplies  per  animal  have  been  at  record  levels 
during  1938  and  1939.  Livestock  numbers  were  drastically  reduced  following  the 
drouth  years  of  1934  and  1936  and  since  then  have  been  gradually  increasing. 

Changes  in  livestock  production  in  Illinois  are  clearly  indicated  by  a  com- 
parison of  inventories  from  farm  account  records  now  in  process  of  analysis 
by  the  Department  of  Agricultural  Economics.  A  comparison  of  inventories  for 
January  1,  1938,  and  January  1,  1939,  from  more  than  1,900  farm  records  in  the 
state-wide  extension  project  indicates  the  following  changes: 

1.  A  three  percent  increase  in  number  of  beef  cows. 

2.  No  change  in  number  of  dairy  cows. 

3.  An  increase  of  seven  percent  in  number  of  cattle  on  feed. 

4.  An  increase  of  21  percent  in  number  of  brood  sows. 

5.  A  decrease  of  14  percent  in  number  of  spring  pigs  on  farms. 

6.  A  decrease  of  10  percent  in  number  of  summer  pigs  on  farms. 

7.  An  increase  of  23  percent  in  number  of  fall  pigs  on  farms. 

8.  Practically  no  change  in  number  of  lambs  on  feed. 

On  accounting  farms  in  Illinois  there  was  little  increase  in  total  cow  numbers 
during  1938: — no  change  in  the  number  of  dairy  cows  and  a  small  increase  in  the 
number  of  beef  cows.  The  records  indicated  no  increase  in  number  of  farms 
having  beef  cows,  altho  there  were  three  percent  more  cows  on  these  farms  at  the 
end  of  the  year  than  at  the  beginning.  Altho  conservation  programs  may  be  in- 
creasing the  number  of  beef  and  dairy  herds  on  Illinois  farms  generally,  these 
data  indicate  no  increase  as  yet  on  accounting  farms.  The  indicated  increase  in 
the  number  of  feeder  cattle  is  in  line  with  the  eight  percent  increase  reported  for 
Illinois  by  the  Cooperative  Crop  Reporting  Service.  A  keen  demand  for  feeder 
cattle  existed  last  fall,  yet  only  a  small  increase  occurred  in  the  number  of  cattle 
fed  in  the  Corn  Belt  because  of  a  tendency  to  increase  cattle  numbers  on  ranches 
in  the  west  and  an  insufficient  number  of  cattle  to  provide  large  increases  in  all 
areas.  The  percentage  of  cows  and  heifers  in  slaughter  supplies  has  been  decreas- 
ing for  more  than  a  year,  a  fact  which  further  reflects  the  tendency  of  farmers 
to  expand  their  herds. 

Fewer  spring  and  summer  pigs  were  on  hand  on  accounting  farms  January 
1,  1939,  than  a  year  earlier,  altho  more  spring  pigs  were  raised  in  1938  than 
in  1937.  Farmers  marketed  hogs  early  in  the  fall  of  1938  in  an  effort  to  avoid 
the  expected  decline  in  price.  Marketings  of  hogs  from  October  1  through  Decem- 
ber 31.  1938,  were  16  percent  above  that  of  the  same  period  a  year  earlier, 
A-hereas  marketings  in  January  and  February,  1939.  were  no  larger  than  for  the 
Previous  year. 

Further  expansion  in  hog  production  is  indicated  by  the  21  percent  increase 
n  numbers  of  brood  sows ;  this  agrees  closely  with  the  December  pig  crop  report 
vhich  indicated  a  20  percent  increase  in  sows  to  farrow  in  the  spring  of  1939. 
There  were  10  percent  fewer  old  sows  on  accounting  farms  January  1  than  a 
.'ear  earlier  but  59  percent  more  gilts.   About  55  percent  of  all  sows  on  accounting 
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farms  arc  gills ;  while  only  41  percent  were  so  classified  a  year  ago.   The  number 
of  farms  reporting  gilts  showed  an  increase  of  38  percent  during  the  past  year. 

This  rapid  expansion  of  hog  production  was  to  be  expected  since  hog  numbers 
were  greatly  reduced  during  the  drouth  years,  and  the  hog-corn  ratio  has  been 
favorable  for  hog  production  for  the  past  17  months.  A  word  of  caution  at  this 
time  seems  appropriate.  The  fall  pig  crop  of  1938  plus  the  prospective  spring 
crop  of  1939  will  total  about  80  million  pigs  saved.  This  is  about  the  number 
needed  to  give  our  present  population  a  normal  supply  of  pork  but  is  about  15 
million  more  hogs  than  will  be  needed  to  furnish  a  normal  consumption  of  lard, 
with  the  present  level  of  exports.  Unless  a  foreign  market  can  be  found  for  the 
surplus  lard,  hogs  should  be  marketed  in  1939  at  lighter  than  average  weights. 

A  four  percent  increase  was  reported  in  the  number  of  lambs  on  feed,  but  the 
number  of  farms  reporting  lambs  was  too  limited  to  give  a  reliable  sample. 

P.  E.  Johnston 

CORN  EXPORTS 

Since  November  1937  the  corn  market  in  the  United  States  has  been  close  to 
an  export  basis  much  of  the  time  and  prices  here  have  fluctuated  to  a  considerable 
extent  with  export  demands.  This  is  shown  graphically  in  Fig.  1  which  shows 
by  months  the  weekly  exports  and  the  Illinois  farm  price  of  corn.  Total  exports 
during  1938  amounted  to  147.5  million  bushels.    These  unusually  large  exports 

were  caused  by  four  circumstances: 
(1)  the  large  1937  corn  crop  in  the 
United  States;  (2)  short  supplies  of 
corn  in  Argentina  in  the  winter  of  1937- 
1938  because  of  heavy  shipments  to  the 
United  States  in  the  summer  of  1937  to 
supplement  our  short  supplies  at  that 
time;  (3)  short  supplies  of  feedstuffs 
and  of  wheat  in  Europe  down  to  the  time 
of  their  1938  harvest ;  (4)  the  short  corn 
crop  harvested  in  Argentina  in  the  spring 
of  1938 — 177  million  bushels. 

The  export  movement  reached  two 
peaks:  one  came  in  January  and  Febru- 
ary, 1938,  when  an  average  of  2,300,000 
bushels  was  exported  per  week  and 
another  in  May,  June  and  July,  1938. 
In  May  the  average  reached  4,300. 00C 
bushels  weekly,  but  fell  off  as  soon  a> 
the  new  harvest  of  feed  grains  was  avail- 
able in  Europe.  A  minor  peak  was  again 
made  in  January  1939,  but  for  Februan 
and  March  the  volume  declined 

From  November  1937  to  January 
1938  the  price  of  corn  rose  7  cents  2 
bushel,  an  entirely  non-seasonal  increase 
from  March  to  July  1938  it  rose  again 
because  of  heavy  summer  exports,  reach- 
rom  August  to  October  1938,  the  price  declinec 
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1937  1938  1939 

Fic.  1.    United  States  Exports  of  Cokn 
\ni>  Ti.unois  Farm  Prices 
of  Corn  by  Months 
The    bars    indicate    monthly    exports, 
and  the  solid  line  represents  prices. 


fe 


ing  a  peak  of  50  cents  a  bushel.   1 

rapidly  because  of  curtailed  exports  and  heavy  runs  of  corn  in  the  early  fall.  Fron 
(  Ictober  1938  to  January  1939,  the  price  rose  from  36  to  44  cents — again  a  non 
seasonal  rise.  The  high  price  in  January  coincided  with  the  winter  peak  in  exports 
altho  it  is  likely  that  the  holding  back  of  corn  since  October  under  the  stimulus  0 
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the  57-cent  loan  contributed  to  the  early  winter  rise.   A  correlation  is  clearly  evi- 
dent between  price  movements  and  exports  during  the  last  15  months. 

What  of  the  Future?  Since  August  exports  have  been  retarded  by  the 
abundant  supply  of  home-grown  feed  in  Europe  and  by  abundant  supplies  of 
cheap  wheat  in  world  markets,  much  of  it  shipped  under  the  stimulus  of  heavy 
subsidies  paid  by  various  export  countries.  Argentina  will  apparently  again  have 
a  short  corn  crop,  variously  estimated  at  about  200  million  bushels  compared  with 
an  average  of  328  millions  in  the  period,  1934-1938. 

If  the  world's  shipments  of  corn  should  be  up  to  normal  volume  in  the  next 
12  months,  there  would  be  room  for  continued  exports  from  the  United  States. 
The  large  supplies  of  wheat,  however — some  of  it  available  at  feed  prices — will 
probably  reduce  shipments  of  corn.  The  world  carryover  of  wheat  next  July  is 
now  tentatively  placed  at  1,250  million  bushels  or  about  twice  the  1938  figure.  It 
is  still  too  early  to  have  any  opinion  about  the  size  of  the  1939  feed  crop  in  Europe. 
Exports  from  this  country  will  likely  continue  but  in  considerably  smaller  volume 
than  last  year. 

Toward  the  end  of  February  U.  S.  No.  2  yellow  corn  was  quoted  at  Liverpool 
t  about  71  cents,  which  is  equivalent  to  about  40  cents  per  bushel  to  the  farmer 
t  Illinois  country  points,  but  there  was  no  active  foreign  demand  for  grain  at 
hat  price.  Even  tho  heavy  shipments  may  develop  as  they  did  last  year  in  May, 
hen  the  Great  Lakes  route  opens  up,  there  are  large  quantities  of  corn  in  stor- 
age at  market  centers  to  supply  these  demands.  It  has  not  been  necessary  to  go  to 
the  country  to  accumulate  the  corn  as  in  1938.  New  crop  Argentine  corn  is  being 
offered  for  shipment  at  prices  below  current  values  for  our  corn.  Even  with  the 
ower  transportation  costs  which  will  prevail  after  the  Lakes  are  open,  it  does 
lot  appear  that  the  export  market  will  warrant  higher  than  the  current  farm 
jrice  for  corn  unless  foreign  markets  advance. 

L.  J.  Norton 

FATHER-SON  FARM  BUSINESS  RELATIONSHIPS 

Provision  for  the  continuation  of  a  family  on  the  same  farm  from  generation 
o  generation  is  one  of  the  important  needs  for  the  maintenance  of  a  permanent 
griculture  and  a  stable,  wholesome  community.  To  accomplish  this  end  it  is 
lecessary  that  means  be  found  for  establishing  young  men  on  farms  at  the  time 
hey  are  ready  to  take  up  their  life  work.  This  problem  is  especially  acute  with 
espect  to  farming  because  fathers  often  expect  to  continue  operating  the  farm 
or  several  years  after  the  son  reaches  maturity. 

Competition  for  good  land  and  the  increased  capital  investment  necessary  to 
quip  a  farm  have  made  it  increasingly  difficult  for  young  men  to  become  estab- 
shed  in  farming.  At  the  same  time,  jobs  in  industry  are  becoming  more  difficult 
:>  obtain  because  of  increased  competition. 

The  difficulties  encountered  when  a  mature  son  wishes  to  remain  on  the  home 
arm  or  to  return  to  it  merit  careful  consideration.  Altho  some  problems  may  be 
reated,  an  opportunity  needs  to  be  given  to  young  men  to  begin  farming.  Farm- 
ig  in  Illinois  as  the  best  farmers  farm,  will  provide  a  more  certain  income  than 
lany  occupations  a  young  man  might  take  up. 

One  of  the  most  serious  considerations  is  whether,  in  view  of  the  size, 
roductivity,  and  location  of  the  farm,  it  is  possible,  through  better  management, 
itensification,  or  additional  rented  acreage,  to  supply  the  needs  of  more  than  one 
imily.  This  problem  should  be  carefully  worked  out  in  each  case.  Because  of 
ie  greater  amount  of  labor  and  management  ability  available,  a  greater  intensifi- 
ition  of  the  business  through  dairying,  livestock,  or  a  feeding  program  may  be 
;asible.    Such  practices  may  not  only  afford  an  opportunity  for  greater  income, 
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but  may  result  in  better  soil  management  and  a  greater  degree  of  conservation  of 
resources. 

Crop  or  livestock  specialties  may  be  developed,  and  seed  crops  or  breeding 
stuck  may  be  made  a  major  part  of  the  farm  business.  Specialized  poultrv  oa 
dairy  enterprises  may  be  a  good  means  of  expanding  the  business  if  the  farm  is 
near  a  city  or  medium-sized  town. 

There  are  a  number  of  advantages  in  developing  a  plan  for  the  management 
of  the  farm  in  a  way  which  permits  the  son  to  assume  full  responsibility  for 
operating  the  farm  when  the  father  finally  retires  from  active  operation.  Such  a 
plan  further  insures  protection  to  the  soil  and  improvements,  and  does  not  intro- 
duce some  other  problems  likely  to  arise  under  rental  to  outside  parties. 

A  problem  which  frequently  arises  between  father  and  son  is  that  of  agreeing 
with  each  other  in  a  strictly  business-like  manner.  This  is  especially  pertinent  in 
the  case  of  a  boy  who  remains  on  the  farm,  since  he  may  go  on  working  for  his 
father  and  receive  "spending"  money  without  their  drawing  up  a  satisfactory 
plan  of  farm  operation  which  definitely  recognizes  the  contributions  of  each 
party.  It  is  fundamental  to  a  successful  plan  that  the  son  have  an  interest  in 
the  entire  farm  business.  In  the  absence  of  an  agreement  which  will  furnish 
incentive  to  the  son,  he  may  never  become  vitally  interested  in  farming.  A  young 
man  raised  on  the  farm  has  usually  passed  through  a  period  of  apprenticeship 
which  is  valuable  to  him  if  he  undertakes  farming  as  an  occupation.  In  addition,  . 
he  may  have  had  vocational  agriculture  in  high  school  or  college  training,  and  is  -  h 
thus  in  a  position  to  render  material  aid  to  the  father. 

While  the  son  may  have  something  to  offer  in  the  way  of  enthusiasm,  the 
father  may  have  much  to  offer  in  the  way  of  experience  and  judgment.  In 
properly  worked-out  relationships,  each  should  profit  by  what  the  other  has 
to  offer.  It  is  sometimes  difficult,  however,  for  a  father  to  recognize  the  value  of 
his  son's  maturing  thought  and  enthusiasm,  qualities  which  can  easily  be  lost 
through  the  absence  of  mutual  respect  and  understanding.  The  relationship 
adopted  should  enlist  and  capitalize  on  the  son's  interest  in  farming. 

Realizing  that  no  two  farms  present  quite  the  same  problems,  a  general  out- 
line of  some  plans  which  may  be  adapted  to  varying  conditions,  will  be  presented. 

Father-Son  Plans  for  Farm  Operation  and  Management.  A  written  agree- 
ment is  necessary — one  which  provides  for  a  fair  division  of  income  and  expenses, 
takes  into  account  the  basic  contributions  of  each  party,  and  embodies  a  successful 
plan  of  farm  operation. 

The  exact  nature  of  the  agreement  depends,  first  upon  the  status  of  the  father 
with  respect  to  the  farm — that  is,  whether  he  is  interested  in  continuing  to  carry 
on  the  farm  operations  without  relinquishing  any  of  his  ownership  in  land, 
improvements,  machinery,  and  livestock;  whether  he  is  willing  to  share  part  of 
these,  letting  the  son  acquire  an  interest  through  some  definite  plan  of  financing; 
or  whether  he  is  ready  to  retire  from  the  operation  of  the  farm  and  give  th 
son  the  full  responsibility.  In  the  latter  case  tin'  father  may  either  work  for  th 
son  or  quit  the  farm  business  altogether,  giving  the  son  an  opportunity  to  become 
;i  tenant,  or  in  some  cases,  an  owner. 

Another  consideration  influencing  the  agreement  is  the  amount  which  the  son 
is  able  to  invest  in  the  business.  In  some  instances  he  may  have  funds  from  out- 
side sources,  but  in  most  cases  he  will  be  able  to  furnish  only  his  labor  unless  hi? 
father  arranges  to  finance  his  operations. 

Ways  in  which  sons  may  enter  into  partnership  with  their  fathers  may  I 
classed  under  four  main  headings.    Each  will  be  discussed  separately. 

1.  The  father  owns  all  the  land,  equipment,  and  livestock,  and  the  son  suppli0 
only  his  labor.  Under  this  arrangement  the  son  is  guaranteed  a  labor  wage.  If 
however,  the  father  and  son  cooperate  to  increase  the  farm  income,  the  son  ma) 
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receive  such  a  proportion  of  the  total  farm  income  as  his  yearly  labor  wage  bears 
to  the  total  contributions  for  the  year.  In  Table  1,  below,  under  Plan  1,  the  total 
contributions  amount  to  $4,163.  The  son's  labor  contribution  amounts  to  $600. 
This  would  entitle  him,  then,  to  approximately  15  percent  of  the  gross  farm 
income.  This  plan  is  simple  to  operate,  provided  basic  records  are  kept.  In  using 
such  a  plan,  increases  or  decreases  in  the  inventory  of  livestock,  feed,  and  grain 
should  be  taken  into  account  in  computing  total  income.  Some  farmers  in  a  good 
financial  position,  may  wish  to  increase  the  son's  share,  so  that  he  will  acquire 
capital  more  rapidly. 


Table  1. — Showing  the  Normal  Expenses  Based  on  Farm  Records  in 
Central  Illinois  for  a  240-Acre  Farm  in  1937 


Investment  Interest 


Land,  240  acres  at  $70 $16  800 

Dwelling 2  400 

Other  farm  improvements 2  800 

Machinery  and  equipment 1   500 

Feed  and  grain 1   800 

Livestock 2  000 

Expenses  of  Operation: 

Farm  improvements  (repairs  and  depreciation) . 

Machinery 

Crop  expense 

Feed  and  grain 

Taxes 

Livestock  and  miscellaneous 

Operator's  labor  (father) 

Son's  labor 


4^ 

4)^ 
6 
6 
6 


Totals $27   300 


Plan  1 


Contributions  of 
Father        Son 


$756 
108 
126 
90 
108 
120 

300 

425 
315 
300 
240 
75 
600 


Plan  2 


Contributions  of 
Landlord  Father        Son 


$756 
108 
126 


300 
158 


$3563 


$600 
$600 


*,  90 
108 
120 


425 
157 
300 

75 
600 


$1688       $1875 


$600 
$600 


2.  The  father  is  a  tenant  and  the  son  contributes  only  labor.  A  plan  similar  to 
No.  1  may  be  worked  out  on  a  tenant-operated  farm.  It  is  obvious,  of  course, 
that  for  the  enterprise  to  furnish  satisfactory  returns  to  father  and  son  above  the 
landlord's  share,  it  must  be  correspondingly  larger  than  the  owner-operated  farm 
in  either  acreage  or  volume  of  business,  or  both.  The  same  table  may  be  used  to 
illustrate  the  manner  in  which  father  and  son  may  compute  their  shares  (see  Plan 
2).  In  this  example  the  total  contribution  of  the  father  and  son  is  $2,475;  the 
son's  contribution  is  $600,  so  he  is  entitled  to  about  25  percent  of  the  total  tenant's 
share.  If  the  volume  of  business  were  larger  and  the  father's  investment  greater, 
the  son's  percentage  would  be  correspondingly  smaller. 

3.  The  father  and  son  operate  a  farm  jointly.  A  plan  may  be  worked  out  on 
much  the  same  basis  as  the  preceding  plans  except  that  the  son  will  share  in  the 
investment. 

In  cases  in  which  the  son  feels  able  to  assume  a  larger  obligation,  he  may 
share  all  investments  and  expenses  exclusive  of  the  land,  improvements,  and  the 
usual  expenses  of  the  landlord.  This  may  be  worked  out  by  regarding  the  father 
as  landlord  and  the  father  and  son  as  tenants  entitled  to  equal  shares  in  the 
tenants'  income.  Under  northern  and  central  Illinois  conditions,  this  would  or- 
dinarily entitle  the  father  to  three-fourths  and  the  son  to  one-fourth  of  the  total 
farm  income.  In  some  southern  Illinois  areas,  where  the  usual  rental  gives  two- 
thirds  to  the  tenant,  the  father  would  receive  two-thirds  and  the  son,  one-third. 
This  plan  has  an  advantage  over  others  mentioned  in  that  it  gives  the  son  a  more 
definite  interest  in  the  entire  farm  business. 

4.  The  father  is  ready  to  retire.  When  the  father,  who  owns  the  farm,  is 
read}-  to  retire  from  farming,  the  manager-tenant  plan  is  a  suitable  one  under 
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which  the  son  may  operate  the  farm.  Under  this  arrangement,  the  father 
furnishes  all  equipment,  machinery,  and  livestock,  in  addition  to  land  and  improve- 
ments. An  equitable  landlord's  share  in  central  and  northern  Illinois  is  two-thirds, 
with  expenses  of  operation  being  shared  on  a  similar  basis — two-thirds  by  the 
owner  and  one-third  by  the  tenant.  This  plan  which  is  discussed  in  Illinois 
Circular  474,  may  be  used  until  the  son  has  acquired  some  capital  and  is  read}  to 
purchase  machinery,  equipment,  and  livestock  and  become  a  regular  share-tenant. 

If  the  father  is  able  to  finance  him,  the  son  may  take  over  all  equipment, 
machinery,  and  livestock  at  the  time  the  father  retires,  and  operate  the  farm  as 
either  a  crop-share  or  livestock-share  tenant.  Under  a  manager-tenant  or  share- 
tenancy  agreement,  the  father  may  wish  to  remain  on  the  farm  and  contribute 
some  labor.  In  such  instances,  an  allowance  in  addition  to  his  share  under  the 
agreement  should  be  made  for  the  value  of  the  labor  he  supplies.  This  may  be 
done  by  a  wage  payment  or  by  increasing  his  share  according  to  the  method 
worked  out  for  the  son  under  Plan  1.  In  many  cases  under  the  manager-tenant 
plan  the  father's  labor  could  be  recognized  by  increasing  his  interest  from  two- 
thirds  to  three-fourths. 

General  Considerations.  It  is  apparent  that  none  of  these  plans  can  be 
operated  with  any  degree  of  equity  unless  adequate  farm  records  are  kept.  Rec- 
ords should  be  kept  from  the  time  the  father-son  arrangement  begins.  In  setting 
up  an  agreement  between  the  father  and  son,  it  is  a  great  advantage  if  records 
of  the  farm  business  have  been  kept  in  prior  years.  Adequate  records  make  it 
possible  to  make  adjustments  in  the  agreement  from  year  to  year  so  that  each 
party  receives  an  equitable  share  of  the  annual  farm  income.  In  the  absence  of 
farm  accounts,  the  father  is  likely  to  tell  the  son  that  he  can  have  as  his  share 
all  that  is  raised  on  a  particular  field.  This  may  not  only  be  a  poor  measure  of 
the  son's  stake  in  the  farm  business,  but  it  may  reduce  his  interest  and  initiative 
by  denying  him  the  right  to  participate  in  the  whole  enterprise.  Furthermore,  his 
field  may  be  an  odd  piece  of  land  "looking  for  a  renter"  and  incapable  of  produc- 
ing good  yields  of  crops.  It  is  possible,  of  course,  for  a  son  on  nearby  rented 
land  to  cooperate  with  the  father  in  the  use  of  machinery,  equipment,  sires,  etc. 
Where  such  an  arrangement  can  be  worked  out,  it  is  highly  desirable.  Even  in 
these  instances,  however,  complete  equity  cannot  be  reached  unless  the  parties 
have  records  which  will  show  how  much  each  has  contributed  in  labor,  machinery, 
and  other  costs. 

On  some  large  farms  there  may  be  a  possibility  of  making  two  economic 
farm  units  or  at  least  of  providing  a  residence  for  the  son  separate  from  that  of 
the  parents.  When  this  is  possible,  it  should  be  considered.  The  probable  increase 
in  the  amount  of  livestock  and  in  acreage  of  legume  crops  and  the  more  intensive 
farming  which  is  apt  to  result  when  a  large  farm  is  made  into  two  smaller  units 
may  not  only  increase  the  income,  but  may  increase  the  value  of  the  land. 

During  recent  years  there  has  been  a  tendency  for  farmers  to  expand  their 
operations  by  renting  more  land.  Careful  studies  of  farm  earnings  show  that  on 
many  farms,  earnings  can  be  increased  sufficiently  through  more  intensive  opera- 
tion to  pay  a  satisfactory  income  to  a  second  man.  A  characteristic  of  our  modern 
farming  is  to  adopt  mechanized  equipment  and  to  utilize  it  on  large  acreages.  As 
a  result  we  have  often  neglected  the  quality  of  work,  and  the  opportunity  to 
develop  livestock  and  other  side-lines  which  might  materially  increase  the  income. 
Farm  records  provide  evidence  that,  in  the  long  run,  well-managed  livestock 
farms  are  most  profitable.  Every  farmer  needs  to  consider  carefully  the  oppor- 
tunities for  improving  the  quality  of  his  farming  and  for  increasing  the  volume 
of  his  business  before  he  seeks  to  add  to  his  acreage. 

H.  C.  M.  Case  and  H.  W.  Hannah 
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PROSPECTIVE  PLANTINGS  FOR  1939 

Prospective  plantings  of  spring  seeded  crops  in  the  United  States  as  compared 
with  those  of  1938,  indicate  for  this  year  smaller  acreages  of  corn,  spring  wheat, 
oats,  and  cowpeas,  and  larger  acreages  of  barley,  soybeans,  tame  hay,  grain 
sorghums,  and  flaxseed,  according  to  a  recent  release  of  the  Bureau  of  Agricultural 
Economics  (Table  2). 

Table  2. — Indicated  Crop  Acreages  for  1939  Compared  with  1938  and  Average,  1929-38 


United  States 


Average  1929-38 


Indicated  1939 


1939  as  percent 
of  1938 


Corn 

Tame  hay 

Oats 

Spring  wheat .  . 

Barley 

Grain  sorghums 

Soybeans 

Potatoes 

Cowpeas 

Flaxseed 

Corn 

Oats 

Tame  hay 

Soybeans 

Cowpeas 

Barley 

Spring  wheat .  . 
Potatoes 


101,714 

55,746 

39,472 

22,393 

12,654 

8,389 

4,716 

3,361 

2,475 

2,503 


Thousand  acres 
93,257 
56,309 
36,615 
23,515 
11,334 

8,582 

6,858 

3,069 

3,057 

1,096 


92,062 

57,231 

35,393 

19,505 

13,219 

9,779 

7,691 

3,076 

3,028 

2,023 


98.7 
101.6 

96.7 

82.9 
116.6 
113.9 
112.1 
100.2 

99.1 
184.6 


Illinois 


8,093 

3,292 

2,835 

2,393 

174 

205 

30 

35 


96 
91 

103 
113 
120 
130 
100 
90 


For  crop  acreages  in  Illinois  much  the  same  trends  are  evident  in  the  major 
icrops ;  of  the  minor  crops,  cowpeas  indicate  larger  acreages  than  a  year  ago, 
spring  wheat  the  same,  and  potatoes  a  smaller  acreage. 

While  the  reduction  in  corn  acreage  from  1938  is  not  marked,  the  indicated 
plantings  point  to  the  smallest  acreage  in  the  United  States  in  forty  years ;  the 
^acreage  seeded  to  oats  will  be  the  smallest  in  thirty  years.  On  the  other  hand, 
icreages  of  barley  and  grain  sorghums  show  marked  increases.  The  larger  hay 
acreage  reflects  favorable  seasons  for  seeding  during  the  past  two  years,  and  pos- 
sibly some  shift  from  grain  to  forage  crops.  The  total  hay  acreage  is  affected  also 
by  the  acreage  of  annual  legumes  harvested  for  hay.  These  crops  show  a  marked 
ncrease  in  acreage  to  be  planted,  but  the  proportion  which  is  later  used  for  hay 
>vill  depend  upon  developments  later  in  the  season. 


1_12The  first  source  is  for  annual  data;  the  second  is  for  current  data  from  which  tables  may  be  brought 
o  date. 

'Survey  of  Current  Business,  1936  supplement,  U.S.  Dept.  of  Commerce;  subsequent  monthly  issues. 
Same  as  footnote  1.  3Illinois  Crop  and  Livestock  Statistics,  Circular  438  (1937);  monthly  mimeographs  of 
atistical  Tables  for  Illinois  Crop  Report,  converted  from  1910-14  =  100  to  1924-29  =  100  by  multiplying 
.7151.  4Agricultural  Situation,  Bureau  of  Agricultural  Economics,  U.S.D.A. ;  Agricultural  Situation, 
iverted  from  1910-14  =  100  to  1924-29  =  100  by  multiplying  by  .6486.  Calculated  from  data  furnished 
Bureau  of  Agricultural  Economics;  Survey  of  Current  Business,  seasonally  adjusted.  Calculated  by 
partment  of  Agricultural  Economics,  University  of  Illinois,  seasonally  adjusted.  Data  from  Farm  Income, 
reau  of  Agricultural  Economics;  B.A.E.  monthly  mimeograph.  Receipts  from  Sale  of  Principal  Farm 
oducts  (government  payments  not  included).  'Obtained  by  dividing  Index  of  Illinois  Farm  Income 
alumn  6)  by  Index  of  Prices  Paid  by  Farmers  (column  4).  8Monthly  Indexes  of  Non-Agricultural  and 
tiona!  Income,  Supplement,  August,  1937,  B.A.E. ;  Price  and  Demand  Situation,  or  Agricultural  Situa- 
9Survey  of  Current  Business,  1938  Revision;  subsequent  monthly  issues,  unadjusted  for  seasonal 
iation.  "Federal  Reserve  Bulletin  of  Federal  Reserve  Board,  September,  1933  and  subsequent  issues; 
Jrvey  of  Current  Business,  seasonally  adjusted.  "Preliminary  estimate.  "Illinois  Crop  and  Livestock 
atistics,  Cir.  438;  Monthly  price  releases,  State  Agricultural  Statistician. 
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Table  A. — Indexes  of  United  States  Agricultural  and  Business  Conditions 


Commodity  prices 

Income  from  farm  marketings 

Non- 
agricul- 
tural 
ino  ime* 

Factory 
payrolls9 

Wholesale  prices 

Illinois 
farm 
prices3 

Prices 
paid  by 
farmers'1 

U.S. 

In 
money6 

Illinois 

Indus- 
trial 
produc- 
tion1" 

month 

All  com- 
modities1 

Farm 
products2 

In 
money* 

In  pur- 
chasing 
power7 

Base  period 

1929 

1930    

1926 
95 
86 
73 
65 
66 
75 
80 
81 
86 
79 

80 
79 
78 
78 
79 
78 
78 
78 
78 
77 
77 
7711 

1926 
105 

88 

65 

48 

51 

65 

79 

81 

86 

69 

70 
68 
68 
69 
69 
67 
68 
67 
68 
68 
67 
67" 

1924-29 
104 
89 
62 
41 
45 
61 
82 
86 
96 
69 

72 
70 
69 
70 
74 
66 
69 
64 
66 
66 
66 
66 

1924-29 
99 
94 
80 
69 
71 
80 
81 
80 
84 
80 

81 
81 
81 
80 
80 
79 
78 
78 
78 
78 
78 
78 

1924-29 
103 
83 
58 
43 
49 
57 
64 
75 
81 
70 

67 
70 
68 
72 
83 
72 
73 
68 
70 
68 
68 

1924-29 
103 
87 
58 
43 
51 
55 
65 
82 
86 
81 

80 
85 
88 
84 
80 
77 
73 
73 
90 
80 
99 

1924-29 
104 

93 

72 

62 

72 

69 

80 
102 
102 
101 

98 
105 
109 
105 
101 

97 

94 

94 
116 
103 
127 

1924-29 
107 
100 

86 

68 

63 

72 

77 

87 

96 

89 

88 
87 
86 
85 
86 
87 
90 
90 
92 
94 

1923-25 
110 

89 

68 

47 

50 

64 

74 

86 
102 

78 

77 
75 
73 
71 
71 
77 
81 
84 
84 
87 
83 

1923-25 
119 
96 

1931    

81 

1932           

64 

1933 

76 

1934 

79 

1935    

90 

1936 

105 

1937 

110 

1938 

86 

79 

77 

76 

77 

July 

83 
88 

Sept 

90 

Oct 

96 
103 

Dec 

104 

1939  Jan 

Feb 

101 
99 

Table  B. — Prices  of  Illinois  Farm  Products12 


Product 


Corn,  bu 

Oats,  bu 

Wheat,  bu 

Barley,  bu.  .  .  . 
Soybeans,  bu. .  . 

Hogs,  cwt 

Beef  cattle,  cwt. 
Lambs,  cwt. .  .  . 
Milk  cows,  head 
Veal  calves,  cwt, 

Sheep,  cwt 

Butterfat,  lb. .  . 

Milk,  cwt 

Eggs,  doz 

Chickens,  lb.. . . 

Wool,  lb 

Apples,  bu 

Hay,  ton 

Potatoes,  bu. . . . 


Calendar  year  average 


$    .81 

.42 

1.30 

.66 

1.94 

9.97 

8.57 

12.22 

78.00 

11.27 

6.52 

.42 

2.32 

.30 

.21 

.36 

1.59 

13.38 

1.39 


1937 


$   .94 

.39 

1.10 

.84 

1.20 

10.11 

8.93 

9.58 

61.00 

9.43 

4.09 

.32 

1.92 

.20 

.16 

.32 

1.18 

12.41 

1.12 


1938 


)5    .45 

.24 

.68 

.53 

.75 

8.06 

7.68 

7.76 

60.00 

8.89 

3.36 

.25 

1.66 

.19 

.15 

.21 

.95 

7.65 

.73 


Current  months 


Nov. 


$   .37 

.21 

.56 

.41 

.60 

7.40 

7.80 

7.80 

62.00 

9.10 

3.20 

.24 

1.65 

.27 

.13 

.22 

1.15 

6.60 

.60 


Dec. 


$    .42 

.24 

.57 

.39 

.65 

7.00 

7.70 

8.10 

61.00 

8.60 

3.45 

.26 

1.70 

.26 

.13 

.23 

1.30 

6.20 

.70 


Jan. 


%    .44 

i   .40 

.26 

.25 

.60 

.61 

.40 

.40 

.70 

.65 

7.10 

7.50 

7.70 

8.00 

8.10 

7.90 

64.00 

67.00 

8.90 

9.70 

3.30 

3.60 

.24 

.24 

1.65 

1.55 

.16 

.14 

.14 

.14 

.22 

.21 

1.40 

1.30 

6.10 

6.40 

.75 

.75 

Feb. 


1_uFor  sources  of  data  in  tables  see  previous  page. 
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SOURCES  AND  USES  OF  FARMERS'  INCOME 

During  1937,  117  farm  families  located  in  Central  Illinois  kept  records  of  their 
business  and  family  receipts  and  expenses  in  both  farm  and  home  accounts  in 
cooperation  with  their  county  Farm  Bureaus  and  Home  Bureaus  and  the  depart- 
ments of  Agricultural  Economics  and  Home  Economics  of  the  University  of 
Illinois.  In  general  the  living  expenses  of  these  families  bore  a  close  resemblance 
to  their  cash  incomes  for  the  year,  indicating  that  adequate  incomes  enable  farm 
families  to  enjoy  a  good  standard  of  living. 

Sources  of  net  cash  receipts. — Cash  income  from  the  farm  business  was  the 
most  significant  source  of  income,  altho  other  sources,  such  as  labor  off  the  farm, 
income  from  investments,  and  gifts  and  inheritances,  contributed  a  part.  Some 
families  in  the  lower  income  groups  were  able  to  meet  living  expenses  only  by 
borrowing  in  connection  with  their  farming  operations  because  of  expanding  the 
size  of  their  farming  businesses.  Many  of  the  families  that  had  high  cash  incomes 
received  a  substantial  portion  of  them  from  earnings  on  investments  outside  the 
farm  business  and  from  labor  off  the  farm. 


Table  1. — Sources  of  Net  Cash  Receipts 


Net 

No. 

of 

farms 

Size 

Average 

Farm 

cash 

balance 

Family 

Earnings 

Gifts 

borrowing 

Group 

of 

total 

labor 

on 

and 

and  past 

farm 

net  cash 

off 

invest- 

inherit- 

invest- 

acres 

receipts 

farm 

ments 

ance 

ments 

used 

Jnder  £999 

8 

203.1 

$  821 

$  246 

$  84 

$  64 

$     5 

$  ill 

11000-1999 

48 
29 

17 
15 

216.6 
265.7 
338.2 
295.7 

1490 
2558 
3461 
5541 

908 
1669 
1977 
3544 

54 

68 

287 

551 

70 

71 

320 

141 

9 

203 

29 

37 

449 

(2000-2999 

547 

S3000-3999 .  .  . 

848 

54000  and  over 

1235 

Total,  average.  .  .  . 

117 

255.7 

£2515 

31545 

?157 

$115 

$  64 

$  634 

In  order  to  secure  a  sufficient  income  to  attain  a  desirable  level  of  living,  both 
he  size  of  the  farm  business  and  the  efficiency  with  which  it  is  managed  are  of 
>rime  importance.  From  the  average  number  of  acres  shown  in  Table  1,  it  is 
ipparent  that  even  the  low-income  families  had  fairly  large  farms.  A  difference, 
lowever,  of  92  acres  between  the  low-income  and  the  high-income  groups  shows 
hat  the  area  of  the  farm  is  important. 

That  differences  in  net  cash  receipts  were  not  due  entirely  to  variations  in  size 
>f  business  is  shown  by  the  following  comparison  of  the  rates  earned  on  the  total 
arm  investment  by  the  different  groups:  those  having  net  cash  receipts  under 
>999  earned  3.78  percent;  those  having  $1,000  to  $1,999,  6.69  percent;  those 
laving  $2,000  to  $2,999,  7.33  percent ;  those  having  $3,000  to  $3,999,  6.34  per- 
ent;  and  those  with  more  than  $4,000,  8.51  percent.  Thus  efficiency  of  manage- 
ment was  an  important  factor  in  determining  the  amount  of  cash  available. 

Use  of  income. — The  use  made  of  the  incomes  on  these  farms  was  classi- 
ted  into  cash  living  expenses,  life  insurance  premiums,  interest  payments,  debt 


237 


payments  and  investments.  These  families  used  more  than  one-half  (53.5  per- 
cent) of  their  net  cash  receipts  to  pay  living  expenses.  The  proportion  of  available 
cash  spent  for  living  fell  off  rapidly  as  the  net  cash  receipts  increased  (Fig.  1). 
The  proportion  of  net  cash  receipts  that  was  used  to  pay  life  insurance 
premiums  and  interesl  did  not  change  greatly  as  income  increased.    The  actual 
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1. — Use  Made  of  Farm  Income  at 
Different  Income  Levels 


«999  1000-1999        2000-2999        3000-3999      40001 


Fig.  2. — At  the  Higher  Income  Levels  a 

Larger  Proportion  of  Farm  Families  Can 

Afford  Modern  Conveniences 


amount  spent  for  these  items,  however,  was  larger  for  the  higher-income  families. 
Since  a  smaller  part  of  the  available  cash  of  the  higher-income  families  was  needed 
for  living,  they  had  more  for  payment  of  debts,  the  purchase  of  farms,  and  for 
other  investments.  One-third  of  these  families  had  modern  homes  in  the  sense 
that  they  had  electric  lights,  a  central  heating  plant,  and  running  water  under 
pressure.  Many  other  families  had  one  or  two  of  these  conveniences.  The  pro- 
portion of  families  having  each  was  directly  associated  with  the  amount  of  net 
cash  receipts  (Fig.  2).  In  other  words,  before  these  conveniences  can  be  obtained, 
the  net  cash  income  must  be  sufficient  to  meet  the  cost  of  installation  and  opera-i 
tion.  The  location  of  the  farm  with  reference  to  power  lines  also  had  considerable 
influence  on  whether  the  family  had  electricity.  The  rapid  increase  in  the  propon 
tion  of  families  having  central  heating  plants  as  incomes  increased  shows  that 
farm  families  consider  this  to  be  one  of  their  most  pressing  needs. 

Value  of  farm-furnished  goods. — A  considerable  part  of  the  living  of  the 
farm  family  is  represented  by  the  food,  fuel,  and  housing  furnished  by  the  farm! 
For  the  117  farm  families  these  items  averaged  $646  or  nearly  one-third  (32  per 
cent)  of  the  total  money  value  of  the  living  for  the  year  (Table  2).  The  home* 
produced  foods,  including  dairy  and  poultry  products,  meats,  cereals,  vegetables 
and  fruits,  valued  at  retail  prices,  averaged  $401  per  family  :  this  was  equivalent 
to  nearly  two-thirds  of  the  total  goods  and  services  furnished  by  the  farm  and  t< 
60  percent  of  the  total  food  bill.  With  an  average  of  4.2  persons  per  household 
each  person  received  $95  worth  of  food  from  this  source. 

The  estimated  use  value  of  the  house  amounted  to  $227  for  the  1L 
families,  based  upon  what  similar  homes  would  rent  for  in  nearby  towns,  and  con 
sidering  the  investment  in  the  house  and  its  plumbing,  lighting,  and  heatinj 
facilities. 

The  total  value  of  farm- furnished  goods  increased  regularly  by  income  groun 
In  general,  the  value  of  foods  furnished  followed  closely  the  size  of  family;  tb 
larger  part  of  the  increase,  however,  was  because  of  the  greater  use  value  of  th 
dwelling  for  the  higher-income  groups. 
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Table  2. — Non-cash  Income  from  the  Farm 


c 


Net  cash 
receipts  group 

Number 

of 
records 

Money 

value  of 

furnished 

foods" 

Estimated 
use  value 
of  house 

Fuel. 

soap  and 

gifts 

Total 

Number 

of 
household 

Money 
value 

furnished 

food  per 

capita 

Under  3999 

8 
48 
29 
17 
15 

117 

3310 
389 
403 
395 
493 

3401 

3132 
209 
227 
265 
295 

3227 

316 

17 

21 

20 

8 

318 

3458 
615 
651 
680 
796 

3646 

3.9 
4.0 
4.1 
4.0 
5.3 

4.2 

379 

31000-1999 

97 

32000-2999 

98 

3.4000-3999 

99 

34000  and  over 

Total  and  average .  .  . 

93 
395 

"Valued  at  retail  prices. 

Copies  of  the  complete  report  are  obtainable  from  the  Department  of  Agricul- 
tural Economics,  University  of  Illinois. 

N.  O.  Thompson  and  H.  C.  M.  Case 

SOME  RECENT  CHANGES  IN  TRANSPORTATION  OF  GRAIN 

Transportation  of  Illinois  grain  by  river  barge  and  motor  truck  increased 
during  1938.  These  two  methods  of  transport  are  closely  related,  inasmuch  as 
grain  must  be  assembled  at  the  river  by  truck.  The  quantities  of  grain  shipped 
from  points  on  the  Illinois  River  in  1938  were  as  follows:1 

Bushels 

Corn 16,058,000 

Wheat 1,161,000 

Oats 603,000 

Soybeans 420,000 

Rye 72,000 

18,314,000 

An  additional  155,000  bushels  of  grain  moved  on  the  river  but  originated  in 

other  states ;  this  includes  one  lot  of  soybeans  shipped  from  Arkansas  to  Chicago. 

This  volume  of    18.3  million  bushels   is  nearly  three  times  the  total  of  6.5 

millions  handled  in  1937. 2   This  increase  reflects  the  operation  of  a  larger  number 

of  elevators  for  a  full  year,  better  crops  in  the  southern  part  of  this  territory, 

higher  railroad  freight  rates  in  part  of  the  territory,  and  an  active  demand  for 

orn  for  export  at  New  Orleans  and  Chicago,  both  of  which  can  be  reached  by 

ver.    The  underlying  basis  for  the  growth  of  the  traffic  is  that  under  existing 

te  conditions  grain  can  be  moved  more  cheaply  by  truck  and  barge  than  by  rail 

etween  farms  in  the  river  area  and  terminals  which  are  accessible  to  the  river. 

The  principal  points  of  origin  from  north  to  south,  not  in  order  of  importance, 
ut  with  the  more  important  in  italics,  were  Morris,  Ottazva,  Hennepin,  Henry, 
con,  Chillicothe,  Peoria,  Pckin,  Havana,  Naples,  and  Montezuma.  Two  firms 
ere  of  outstanding  importance  in  this  trade. 

In  1938  the  two  principal  terminals   for  this  grain  were  Chicago  and   New 
rleans.     Minor   terminals   were:     New    Madrid,    Missouri — port    for    Sikeston, 
issouri — Memphis,  Tennessee;  St.  Louis,  Missouri;  and  Vicksburg  and  Green- 
ille,  Mississippi. 

Provided  adequate  water  is  available,  this  trade  can  be  expected  to  flourish,  as 
long  as  the  comparative  transportation  costs  of  1938  prevail,  particularly  at  times 
f  strong  demand  for  grain  to  reship  from  New  Orleans  or  Chicago.    The  river 


'Based  on  information  from  Chicago  Board  of  Trade,  Federal  Barge  Lines,  and  operators  of  elevators 
n  the   river. 

2See  AE  864,  a  mimeographed  report  issued  by  Department  of  Agricultural  Economics,  University 
>f   Illinois. 

[239  1 


shipments  will  affect  the  grain  markets  for  distances  of  thirty  to  forty  miles  from 
the  river. 

Movement  on  the  Upper  Mississippi  River. — In  1938  a  similar  traffic  de- 
veloped from  points  on  the  Upper  Mississippi  River  between  Davenport  and 
Burlington,  Iowa.  Shipments  were  made  from  two  Illinois  points,  Keithsburg 
in  Mercer  County  and  Oquawka  in  Henderson  County.  The  quantities  handled 
by  the  Federal  Barge  Lines,  the  principal  carriers  in  this  trade,  from  Illinois  and 

Iowa  points  in  1938  were:  „    ,    . 

r  Bushels 

Corn 7,267,000 

Wheat 441,000 

Soybeans 103,000 

Oats 100,000 

Rye 4,000 

7,915,000 

Of  this,  1,571,000  bushels  originated  at  Illinois  points. 

The  principal  outlet  was  New  Orleans  with  Memphis,  St.  Louis,  Cairo,  and 
Greenville  and  Vicksburg,  Mississippi,  of  minor  importance.  This  movement 
clearly  developed  on  such  a  scale  in  response  to  the  export  trade  in  corn  thru 
New  Orleans  and  presumably  will  continue  whenever  export  outlets  are  available 
and  corn  supplies  are  abundant  in  the  area.  The  relative  advantages  in  freight 
costs  by  use  of  the  river  are  much  greater  on  shipments  from  this  area  to  New 
Orleans  than  on  shipments  from  points  on  the  upper  Illinois  River  to  Chicago. 
In  fact,  it  is  quite  possible  that  without  this  cheap  w<ater  outlet  this  area  would 
not  have  been  able  to  participate  in  the  export  trade  in  corn. 

Movement  to  market  by  truck.  Direct  truck  movement  of  grain  into 
terminal  market  areas  also  increased  in  1938.  Again  the  response  was  to  cheaper 
transportation  costs.   The  quantities  delivered  by  truck  at  Chicago  in  1938  follow: 

Bushels 

Corn 2,627,000 

Wheat 481,000 

Soybeans 181,000 

Oats 65,000 

Rye 19,000 

Barley 1,000 

3,374,000 

This  total  was  more  than  seven  times  as  large  as  in  the  previous  year  and 
reflects  the  activities  of  two  firms  operating  terminal  grain  elevators  in  that  mar- 
ket. In  some  cases  the  grain  was  bought  directly  from  the  farmers;  in  other  cases 
thru  local  elevators. 

In  the  Pekin-Peoria  area  direct  deliveries  were  affected  by  purchases  by 
the  river  elevators  and  by  the  location  within  the  switching  district  of  local 
elevators,  which  bought  directly  from  farmers.  The  direct  movement  of  grain  by 
truck  into  the  market  area  is  increasing. 

In  St.  Louis  receipts  of  grain  by  wagon  and  truck  were  reported  at  581,0fl 
bushels  in  1938  compared  with  576,000  bushels  in  1937.  This  was  chiefly  wheat 
An  increasing  quantity,  however,  of  "no  tonnage"  grain  is  being  sold  on  the 
Merchants  Exchange  in  St.  Louis.  This  is  grain  loaded  within  the  switching  dis- 
trict. Some  of  this  grain  was  raised  on  land  located  within  this  district  but  a 
substantial  pari  was  trucked  into  it.  Comparative  quantities  of  such  grain  in  car 
loads  follow : ' 


H 


b 


II 


1937. 
1938. 


( 'orn 

Wheat 

Total 

17 

K)9 

426 

478 

626 

1104 

'Based  on  information   from  Traffic  Commissioner,  St.   Louis   Merchants   Exchange. 
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The  total  in  1938  represented  about  1,650,000  bushels  of  grain. 

Grain  received  by  truck  at  central  markets  cannot  be  reshipped  on  lower 
reshipping  rates  which  apply  on  most  grain  received  by  rail ;  hence,  it  may  sell  at  a 
discount.  For  local  consumption,  for  manufacture  of  products  for  local  distribu- 
tion, or  for  reshipment  by  water,  it  may  be  worth  as  much  as  grain  received  by 
rail.  The  comparative  value  of  rail  and  truck  grain  varies  with  the  market  and 
with  current  conditions. 

Conclusion.  1.  In  1938  there  was  a  marked  increase  in  use  of  trucks  and 
river  barges  in  transporting  Illinois  grain  to  market  and  so  long  as  1938  differ- 
ences in  transportation  costs  prevail,  this  trend  will  likely  continue. 

2.  This  situation  will  affect  the  marketing  of  grain  by  farmers  and  operators 
of  grain  elevators  in  the  areas  influenced  by  the  new  developments.  Marketing 
agencies  must  face  the  problem  of  the  adjustments  in  their  operations  that  the 
new  developments  make  necessary.  L_  T   Norton 

RECENT  TRENDS  IN  POWER  AND  LABOR  COSTS  ON  ILLINOIS  FARMS 

Revolutionary  changes  in  the  use  of  labor,  power,  and  machinery  on  corn  belt 
farms  have  occurred  during  the  last  fifteen  years.  Some  of  the  more  important 
trends  in  this  period  may  be  described  as  follows:  (1)  there  has  been  a  gradual 
shift  from  horses  to  standard  type  tractors,  and  from  standard  type  to  general- 
purpose  tractors;  (2)  the  use  of  complicated  and  expensive  machinery,  such  as 
combines,  corn  pickers,  and  pick-up  balers  has  increased  rapidly,  and  the  use  of 
motor  cultivation  for  row  crops  has  become  important;  (3)  the  number  of  work 
horses  per  farm  in  Central  Illinois  has  been  reduced  fifty  percent,  the  number 
of  hours  worked  per  horse  has  declined  40  percent,  while  the  cost  per  hour 
for  horse  labor  in  1936  and  1937  was  the  same  as  for  1923  and  1924  even  though 
the  annual  cost  of  keeping  a  horse  declined  36  percent;  (4)  the  number  of  hours 
of  use  per  tractor  has  doubled  and  the  cost  per  hour  has  been  cut  in  half  because 
of  increased  use  and  efficiency;  (5)  the  hours  of  labor  per  farm  declined  30 
percent,  the  hours  of  productive  work  per  month  of  available  labor  declined 
almost  25  percent,  (farm  operators  worked  56  days  less  in  1937  than  in  1932)  ; 
;(6)  each  year  since  1930  the  total  cost  per  crop  acre  for  labor,  horses,  and 
machinery  in  Central  Illinois  has  been  practically  the  same  for  farms  using 
lorses,  standard  tractors,  and  general-purpose  tractors. 

On  some  farms,  the  changes  enumerated  above  have  in  turn  caused  adjust- 
ments in  the  cropping  system,  the  livestock  organization,  or  even  in  size  of  farm. 
?arm  records  indicate  that  changes  are  made  rather  slowly  so  that  labor  and 
)Ower  costs  are  often  increased  during  the  period  of  adjustment  even  though 
hey  may  be  reduced  eventually.  Often  the  addition  of  a  standard  tractor,  tractor 
olow,  and  tractor  disc  resulted  in  an  increase  in  the  total  cost  for  power  and 
nachinery  since  too  few  horses  were  sold  and  capital  was  invested  in  both  horse 
ind  tractor  equipment.  In  like  manner  the  addition  of  a  general  purpose  tractor 
ften  resulted  in  a  surplus  of  power  inasmuch  as  a  standard-type  tractor  was  often 
ept  and  too  few  horses  were  displaced.  Many  farmers  had  two  types  of  equip- 
lent  for  cultivating  corn,  and  both  a  binder  and  a  combine.  Such  conditions  are 
'  lot  found  on  all  farms,  but  records  reveal  that  duplication  of  power  and  equip- 
"'  lent  is  a  major  problem  on  corn  belt  farms,  and  indicate  that  each  farmer  should 
tudy  his  power  and  machinery  organization  to  make  sure  that  total  labor,  horse, 
nd  machinery  costs  are  reduced  to  the  minimum  consistent  with  a  well  tilled  farm. 

Use  and  cost  of  horse  labor.  In  the  last  fifteen  years  the  number  of  horses 
nd  mules  in  the  United  States  declined  from  24  million  to  15.6  million.  This 
ecline  of  8.4  millions  has  released  about  35  million  acres  of  land  to  produce  feed 
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81, 


in  i 


>32-1933 

1936-1937 

6.8 

4.2 

$31 

$58 

$49 

$75 

761 

470 

$.065 

$.155 

for  cattle,  hogs,  and  sheep,  thus  adding  to  the  difficulties  of  disposing  of  crops 

and  livestock  in  years  of  largest  production. 

The  decline  in  the  amount  of  work  done  with  horses  has  influenced  the  cost 

per  hour  of  work  done.    The  following  data  indicate  clearly  some  of  the  changes 

in  the  utilization  and  cost  of  horse  power: 

1923-1924 

Number  of  work  horses  per  farm 9.0 

Feed  cost  per  horse $76 

Net  cost  per  horse $117 

Hours  worked  per  horse 766 

Cost  per  hour  of  horse  labor $.15 

Although  there  has  been  a  steady  decline  in  the  number  of  horses  per  farm  since 
1923,  the  hours  worked  did  not  decline  drastically  until  after  1933.  A  record  low 
of  418  hours  per  horse  was  reached,  however,  in  1937,  at  which  time  the  cost  per 
hour  was  higher  than  for  1923-24,  altho  the  yearly  cost  was  only  64  percent  as 
high.  The  annual  cost  of  keeping  a  horse  includes  charges  for  feed,  labor,  inter- 
est, shelter,  veterinary  charges,  and  depreciation,  with  credits  for  young  stock 
raised  and  for  manure.  The  period  1931  to  1935  was  characterized  by  low  feed 
costs,  the  cost  per  hour  for  horse  labor  did  not  exceed  11  cents,  and  the  per- 
centage of  accounting  farms  operated  with  horses  changed  but  little.  When 
feed  costs  increased  as  the  result  of  the  drouth  there  was  again  a  rapid  shift  to 
tractors,  particularly  to  the  type  used  for  cultivating  row  crops.  On  Central 
Illinois  accounting  farms  the  proportion  using  horses  only  was  25  percent  from 
1930  thru  1934,  but  dropped  to  20  percent  in  1935,  to  14  percent  in  1936,  and 
to  10  percent  in  1937.  The  proportion  using  horses  and  general-purpose  tractors 
increased  from  13  percent  in  1930  to  70  percent  in  1937;  those  using  horses  and 
standard  tractors  declined  from  61  percent  in  1930  to  20  percent  in  1937. 

Tractor  Use  and  Costs.  Tractor  use  averaged  about  340  hours  a  year  fori 
two  plow  tractors  prior  to  their  use  for  cultivating  row  crops  (1924-29).  The 
hours  of  use  increased  rapidly  in  the  years  1930  to  1932,  when  the  average  was 
632  hours  (Table  3).  For  the  past  six  years  the  average  use  has  been  about  600 
hours  per  year.  The  cost  per  hour  was  85  cents  for  the  period  1924-29,  and 
45  cents  for  the  period  1932-37.  Michigan  State  College  reported  an  average 
hourly  cost  of  59  cents  for  two  plow  tractors  used  288  hours  a  year  for  the  years 
1934-37.  The  University  of  Minnesota  reported  an  average  cost  of  49  cents  an 
hour  for  two  plow  tractors  used  629  hours  a  year  for  the  five  years  1933-37. 
Yearly  tractor  costs  include  charges  for  fuel,  lubricants,  repairs,  depreciation 
interest,  and  labor  for  servicing.  The  cost  per  hour  declines  as  the  hours  of 
use  per  unit  increase,  whether  the  power  be  horses  or  tractors. 

Use  of  Labor.    The  hours  of  labor  per  farm  declined  from  6678  in  1924  tc 
4317  in  1937  and  the  hours  per  100  acres  from  2619  to  1611,  because  of  the  reduc- 
tion in  number  of  horses  per  farm  and  increased  use  of  tractors.    One  phase  ol 
this  change  is  not  usually  recognized  and  is  not  so  easily  explained, — the  decline 
in  the  hours  of  work  performed   for  each  month  of  available  labor.    In  1923,  25? 
hours   of   labor   were   devoted    to   the    farm   business    for   each    month    of    labo: 
available   while  by   1937  this   figure   had   declined  to   190  hours.    The  operator, 
accounted  for  a  part  of  this  reduction  since  the\    worked  5()7  fewer  hours  in  193.' 
than  in  1(^32.  This  means  that  they  had  at  least  56  more  days  for  recreation,  meet 
ings,  planning  the  farm  business,  etc.    As  evidence  that  this  situation  is  not  true  oi 
all  farms,  records  show  thai  many  individuals  increased  the  size  of  the  farm,  or  th 
amount  of  livestock   when  the  tractor  was  added.    On  many    farms  there  is  a: 
opportunity  to  reduce  labor,  power,  and  machinery  costs  or  to  increase  the  gros 
income  by  increasing  the  volume  of  business.    That  some  farmers  have  done  hot 
these  things  may   account,   in   part   at   least,    for  the  $3,000  greater  net   income 
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Table  3. 


-Use  of  Labor,  Horses,  and  Tractors,  Cost  Records, 
Champaign  and   Piatt   Counties  1923-1937 


Crop 

Man  labor 

Work  horses 

Two  plow  tractors 

Year 

acres 
per 
farm 

Hours 
per 

Hours 

per 

month  of 

Cost 
per 

Number 
per 

Hours 
worked 

Annual 
cost 

Cost 
per 

Cost 
per 

Hours 
used 

Cost 
per 

farm 

available 
labor 

hour 

farm 

horse 

horse 

hour 

year 

hour 

1923 

231 

6209 

251 

?0. 23 

9.2 

741 

$123 

?0.16 

1924 

225 

6678 

243 

.24 

8.8 

791 

111 

.14 

3321 

376 

?0. 87 

1925 

236 

6288 

231 

.26 

8.3 

793 

116 

.15 

285 

385 

.62 

1926 

228 

5074 

218 

.28 

7.5 

789 

104 

.13 

249 

253 

1.07 

1927 

253 

5372 

220 

.29 

7.8 

781 

104 

.13 

255 

342 

.83 

1928 

203 

5614 

238 

.28 

7.5 

745 

103 

.14 

272 

303 

.92 

1929 

219 

5679 

232 

.28 

7.4 

705 

104 

.15 

282 

397 

.77 

1930 

229 

5746 

226 

.25 

7.3 

756 

101 

.13 

322 

526 

.66 

1931 

239 

6246 

232 

.21 

7.0 

711 

78 

.11 

290 

604 

.48 

1932 

259 

6170 

233 

.16 

7.0 

818 

51 

.06 

293 

765 

.38 

1933 

236 

5253 

217 

.16 

6.5 

705 

47 

.07 

255 

646 

.40 

1934 

208 

4314 

206 

.17 

5.9 

606 

58 

.10 

263 

570 

.54 

1935 

219 

4259 

199 

.24 

4.9 

584 

63 

.11 

218 

481 

.45 

1936 

224 

4742 

195 

.23 

4.5 

521 

81 

.15 

279 

609 

.46 

1937 

234 

4317 

190 

.35 

4.0 

418 

68 

.16 

224 

488 

.46 

that  they  receive  more  than  their  neighbors  who  operate  farms  of  the  same  kind. 

Farmers  are  interested  in  reducing  costs  as  a  means  of  increasing  the  net 
farm  income.  To  save  on  labor  or  machinery  use  to  such  an  extent  that  crop  yields 
are  reduced,  or  that  livestock  is  poorly  cared  for  is  to  be  penny  wise  and  pound 
foolish. 

The  opportunity  to  lower  horse  and  machinery  expenses  is  demonstrated  by 
irecords  from  200  Central  Illinois  farms  for  the  three-year  period,  1935-37.  The 
40  farmers  who  were  most  efficient  in  the  use  of  horses  and  machinery  spent 
$1.90  an  acre  for  these  items,  whereas  the  40  least  efficient  farmers  spent  $3.82 
an  acre.  This  difference  in  expenses  was  equal  to  about  $500  a  year  for  a  farm  of 
average  size  for  this  group — a  worthwhile  reward  for  careful  management. 

P.  E.  Johnston  and  R.  H.  Wilcox 


'  "The  first  source  is  for  annual  data;  the  second  is  for  current  data  from  which  tables  may  be  brought 
)  date. 

'Survey   of  Current   Business,    1936   supplement,    U.S.    Dept.   of   Commerce;    subsequent   monthly   issues. 

same  as  footnote  1.     Illinois  Crop  and  Livestock  Statistics,   Circular  438   (1937);   monthly  mimeographs  of 

tatistical   Tables    for   Illinois   Crop   Report,   converted    from    1910-14  =  100   to    1924-29  =  100   by   multiplying 

y    .7151.     Agricultural    Situation,    Bureau    of    Agricultural    Economics,    U.S.D.A. ;    Agricultural    Situation, 

ill-      mverted    from    1910-14  =  100   to    1924-29  =  100   by   multiplying   by    .64S6.     ^Calculated    from    data    furnished 

y   Bureau    of    Agricultural    Economics;    Survey    of    Current    Business,    seasonally    adjusted.     6   Calculated    by 

iriK      epartment   of   Agricultural   Economics,   University  of   Illinois,   seasonally  adjusted.     Data  from   Farm   Income. 

j.i    ureau   of   Agricultural    Economics;    B.A.E.    monthly    mimeograph.     Receipts    from    Sale    of    Principal    Farm 

roduets     (government     payments     not     included).      'Obtained     by    dividing     Index     of     Illinois     Farm     Income 

-olumn   6)    by    Index   of    Prices    Paid   by    Farmers    (column   4).    Wlonthly   Indexes  of   Non-Agricultural   and 

ational    Income,    Supplement,    August,    l'U7,    B.A.E.;    Price   and    Demand   Situation,   or   Agricultural    Situa- 

in.     "Survey    of    Current    Business,    1938    Revision;    subsequent    monthly    issues,    unadjusted    tor    seasonal 

nation.     '"Federal    Reserve    Bulletin    of   Federal    Neserve    Board,    September,    1933    and    subsequent    issues; 

uryey    of    Current    Business,    seasonally    adjusted.     "Preliminary    estimate.     "Illinois    Crop    and    Livestock 

tatistics,    Cir.    438;    Monthly   price   releases,    State    Agricultural   Statistician. 
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Table  A. — Indexes  of  United  States  Agricultural  and  Business  Conditions 


Commodity  prices 

Income  from  farm  marketings 

Non- 
agricul- 
tural 
income8 

Factory 
payrolls' 

Wholesale  prices 

Illinois 
farm 
prices3 

Prices 
paid  by 
farmers' 

U.S. 

In 

money6 

111] 

lois 

Indus- 
trial 
produc- 
tion10 

month 

All  com- 
modities1 

Farm 
products2 

In 
money* 

In  pur- 
chasing 
power7 

Base  period 

1929 

1926 
95 
86 
73 
65 
66 
75 
80 
81 
86 
79 

78 
78 
79 
78 
78 
78 
78 
77 
77 
77 
77 
76" 

1926 
105 

88 

65 

48 

51 

65 

79 

81 

86 

69 

68 
69 
69 
67 
68 
67 
68 
68 
67 
67 
66 
65" 

1924-29 
104 
89 
62 
41 
45 
61 
82 
86 
96 
69 

69 
70 
74 
66 
69 
64 
66 
66 
66 
66 
66 
64" 

1924-29 
99 
94 
80 
69 
71 
80 
81 
80 
84 
80 

81 
80 
80 

79 
78 
78 
78 
78 
78 
78 
78 
78 

1924-29 
103 
83 
58 
43 
49 
57 
64 
75 
81 
70 

68 
72 
83 
72 
73 
68 
70 
68 
68 
60 
64 

1924-29 
103 
87 
58 
43 
51 
55 
65 
82 
86 
81 

88 
84 
80 
77 
73 
73 
90 
80 
99 
82 

1924-29 
104 

93 

72 

62 

72 

69 

80 
102 
102 
101 

109 

105 
101 

97 

94 

94 
116 
103 
127 
105 

1924-29 
107 
100 

86 

68 

63 

72 

77 

87 

96 

89 

88 
87 
88 
89 
90 
90 
92 
95 
92 
92 
92 

1923-25 
110 

89 

68 

47 

50 

64 

74 

86 
102 

78 

73 
71 
71 
77 
81 
84 
84 
87 
83 
85 
87 

1923-25 
119 

1930 

96 

1931 

81 

1932 

64 

1933 

76 

1934 

79 

1935 

1936 

90 
105 

1937 

110 

1938 

86 

May 

76 

77 

July 

83 
88 

90 

Oct 

96 

103 

Dec 

104 

1939  Jan 

101 

Feb 

98 

98 

Apr 

Table  B. — Prices  of  Illinois  Farm  Products12 


Product 


Corn,  bu 

Oats,  bu 

Wheat,  bu 

Barley,  bu 

Soybeans,  bu. . . 

Hogs,  cwt 

Beef  cattle,  cwt. 
Lambs,  cwt. .  .  . 
Milk  cows,  head 
Veal  calves,  cwt, 

Sheep,  cwt 

Butterfat,  lb. .  . 

Milk,  cwt 

Eggs,  doz 

Chickens,  lb.. . . 

Wool,  lb 

Apples,  bu 

Hay,  ton 

Potatoes,  bu. . . . 


Calendar  year  average 


$   .81 

.42 

1.30 

.66 

1.94 

9.97 

8.57 

12.22 

78.00 

11.27 

6.52 

.42 

2.32 

.30 

.21 

.36 

1.59 

13.38 

1.39 


1937 


$   .94 

.39 

1.10 

.84 

1.20 

10.11 

8.93 

9.58 

61.00 

9.43 

4.09 

.32 

1.92 

.20 

.16 

.32 

1.18 

12.41 

1.12 


1938 


$   .45 

.24 

.68 

.53 

.75 

8.06 

7.68 

7.76 

60.00 

8.89 

3.36 

.25 

1.66 

.19 

.15 

.21 

.95 

7.65 

.73 


Current  months 


Jan. 


$    .44 

.26 

.60 

.40 

.70 

7.10 

7.70 

8.10 

64.00 

8.90 

3.30 

.24 

1.65 

.16 

.14 

.22 

1.40 

6.10 

.75 


Feb. 


$    .40 

.25 

.61 

.40 

.65 

7.50 

8.00 

7.90 

67.00 

9.70 

3.60 

.24 

1.55 

.14 

.14 

.21 

1.30 

6.40 

.75 


Mar. 


$    .40 

.26 

.61 

.42 

.70 

7.40 

8.20 

8.00 

67.00 

9.80 

3.90 

.22 

1.50 

.14 

.14 

.21 

1.40 

6.30 

.80 


April 


$    .40 

.26 

.61 

.41 

.75 

6.80 

8.60 

8.60 

63.00 

9.20 

4.00 

.20 

1.45 

.14 

.14 

.21 

1.40 

6.30 

.80 


1_"For  sources  of  data  in  tables  see  previous  page. 
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THE  COMPETITIVE  POSITION  OF  SOYBEAN  OIL 

The  competitive  position  of  soybean  oil  in  the  market  for  animal  and  vegetable 
fats  and  oils  may  be  summarized  as  follows: 

The  average  annual  consumption  of  such  fats  and  oils  in  the  United  States  is 
more  than  9  billion  pounds  annually,  of  which  approximately  two-thirds  is  used 
for  food,  one-sixth  for  soap,  one-twelfth  in  the  drying  industries,  and  one- 
twelfth  for  miscellaneous  purposes.    (Fig.  1.) 


PRIWAPY  ANIMAL  AND 
VEGETABLE   FATS  AND  OILS 


PRINCIPAL 
USES  OR  PRODUCTS 


Fig.  1. — Sources  and  Uses  of  Fats  and  Oils,  United  States 

During  the  4  years,  1935-38,  the  average  annual  consumption  of  soybean  oil 
was  203  million  pounds,  or  about  2  percent  of  the  total  for  all  fats  and  oils. 
During  this  period  soybean  oil  was  used  as  follows: 

percent 

Tn  compound  (lard  substitute) 50 

In  margarine.  , 10 

In  other  edible  products   (as  salad  and  cooking  oils) 8 

In  the  drying  industries  (paint  and  varnish,  linoleum  and  oilcloth,  and 

printing  ink) 10 

1  n  soap 8 

In  miscellaneous  uses 2 

Unaccounted  for 12  ' 

Total 100 

More  than  two-thirds  of  the  soybean  oil  was  used  in  food  products.  The 
rincipal  competing  food  fats  are  butter,  lard,  and  cottonseed  oil ;  the  minor  corn- 
ering food  oils  are  the  edible  animal  fats  (largely  from  beef  cattle),  coconut  od, 
orn  oil.  peanut  oil,  and  several  less  important  foreign  vegetable  oils.  Soybean  oil 
ompetes  with  butter  through  margarine,  with  lard  through  compound,  and  with 
ottonseed  oil  directly  in  the  manufacture  of  compound,  margarine,  and  other 
ood  products.  The  principal  oils  used  in  compound  are  cottonseed,  soybean,  and 
aim  oils ;  in  margarine  cottonseed,  coconut,  and  soybean  oils ;  and  in  other  food 
roducts  cottonseed,  coconut,  and  corn  oils.    Table  1. 

Soybean  oil  is  used  freely  in  the  manufacture  of  compound  and  margarine 
when  it  is  available  at  a  competitive  price,  apparently  at  least  one  cent  per  pound 
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Table  1. — Consumption  of  Animal  and  Vegetable  Fats  and  Oils  in  the  United  Stati  -, 

by  Classes  of  Products,  in  1938' 


Total 
domestic 

disap- 
pearance 

Reported  factory  consumption: 

Fal  or  oil 

Compound2 

Margarine 

Other 

edible 

products) 

Soap  and    1     Drying 
loss4             uses5 

Miscel- 
laneous 
products6 

Otlirr 

usee' 

Domestic  animal  fats: 

Butter 

Lard 

mil.  11)8. 

2,205 

1,443 

225 

258 

1,129 

1,665 
305 
148 

90 

605 
262 
273 

490 
95 

42 

9,235 

mil.  lbs. 

"3 

107 
17 

1,040 
143 

52 

26 

115 

9 

1,512 

mil.  lbs. 

"i 

17 

143 

40 
1 
4 

90 
15 

311 

mil.  lbs. 

'   6 

8 

198 

11 

57 

2 

61 

34 

377 

mil.  lbs. 

146 
799 

144 
25 
11 
5 

374 
118 
81 

1 
1,704 

mil.  lbs. 
63 

19 

9 

480 
92 

41 

704 

mil.  lbs. 

'  i 

31 
146 

3 
5 
3 

4 
20 
35 

9 
3 
1 

261 

mil.  lbs. 
2,205 
1,433 

92 

1 

Inedible  fats'" 

Domestic  vegetable  food  oils: 

184 

137 

IV> 

( 'orn  oil 

Peanut  oil 

Imported  non-drying  oils: 

7i. 
27 

50 

9 

90 

Drying  oils: 

Totals 

4,366 

*Less  than  500,000  pounds.  'Based  upon  Bureau  of  the  Census  data.  Vegetable  shortenings,  or  lard  substitutes.  3Salad  and 
cooking  oils,  sandwich  spreads,  etc.  4Loss  is  probably  about  one-tenth  of  figures  given.  5Paints  and  varnish,  linoleum  and  oilcloth,  and 
printing  ink.  For  linseed,  tung,  and  perilla  oils,  the  figures  are  total  disappearance  minus  small  quantities  reported  used  for  miscellaneous 
products.  "Industrial  uses,  such  as  lubricants,  leather  dressings,  core  oils,  candles  and  cosmetics.  ;A  balanciig  item — represents  the 
difference  between  reported  factory  consumption  and  total  domestic  disappearance.  sEdible  tallow,  edible  animal  stearin,  and  oleo  "il. 
'Whale,  fish,  and  fish  liver  oils.  '"Inedible  tallow,  grease,  ncat's-foot  oil,  and  wool  grease.  "Olive,  palm-kernel,  babassu,  sesame,  rape- 
seed,  castor,  teaseed,  and  oiticica  oils. 

cheaper  than  cottonseed  oil.    The   utilization  of   soybean   oil   in   compound    anl 

margarine  has  increased  greatly  during  the  last  two  years,   but   in  other    f i 

products,  such  as  salad  and  cooking  oils,  its  use  has  been  decreasing. 

During  the  last  4  years  the  drying  industries,  which  include  paint  and  varnish, 
linoleum  and  oilcloth,  and  printing  ink,  used  10  percent  of  the  total  disappearance 
of  soybean  oil.  The  various  oils  used  in  these  industries  are  less  interchangeable 
than  those  used  in  manufactured  food  products;  hence,  soybean  oil  does  not  com- 
pete on  a  price  basis.  Linseed  oil  is  the  principal  drying  oil,  comprising  in  1938  71 
percent  of  the  total  compared  to  3  percent  for  soybean  oil.  The  remaining  26 
percent  consisted  of  fish  oil,  tung  oil,  and  perilla  oil,  which  are  used  for  their 
special  properties,  and  are  not  directly  competitive  with  soybean  oil.  Tung  anl 
perilla  oils,  because  of  their  rapid  drying  qualities,  are  often  mixed  with  the  slow 
drying  soybean  oil,  and  are  complementary  to  rather  than  competitive  with 
soybean  "il.  The  use  of  soybean  oil  for  drying  purposes  has  increased  very 
slowly  in  recent  years,  even  though  its  price  has  been  much  below  those  of 
linseed,  tung.  and  perilla  oils. 

When  used  for  soap,  nondivdrogenated  soybean  oil  competes  with  cottonsec; 
oil  foots  and  other  foots,  which  are  the  cheapest  of  oils.  When  hydrogenated 
soybean  oil  competes  with  inedible  tallow,  grease,  palm  oil,  and  hydrogenated 
whale  and  tisli  oils,  all  of  which  are  low-priced  soap  materials,  consequently  it 
does  not  appear  that  a  strong  demand  will  develop  for  soybean  oil  for  soar 
making, 

Only  small  quantities  of  soybean  oil  are  used  for  miscellaneous  purposes,  sufl 
as  lubricants,  leather  dressings,  candles  and  cosmetics.  Oils  used  for  such  pur- 
poses aie  cither  cheap  materials  such  as  grease  anil  inedible  tallow,  or  oils  such  a; 


[246] 


castor  oil,  neat's-foot  oil,  and  palm  oil,  which  have  certain  properties  which  render 
them  especially  adapted  for  particular  uses.  It  seems  unlikely  that  any  special  use 
will  develop  to  the  point  where  it  will  absorb  the  bulk  of  the  soybean  oil  output, 
except  at  low  prices.  L   H    SlMERL 

LANDLORD-TENANT  PROBLEMS  IN  THE  ST.  LOUIS  MILKSHED 

In  a  number  of  Illinois  counties  in  the  St.  Louis  milkshed  more  than  50  per- 
cent of  the  farms  are  tenant  operated.  For  many  years  the  production  of  fluid 
milk  for  the  St.  Louis  market  has  been  a  major  enterprise  in  the  area.  With  the 
approval  on  December  15,  1936,  by  the  City  of  St.  Louis  of  a  new  ordinance 
regulating  the  "  .  .  .  .  production,  handling,  and  sale  of  milk  products  .  .  .  . 
new  problems  in  landlord-tenant  relationships  have  arisen,  since  the  new  stand- 
ards affect  not  only  the  tenants'  market  but  also  farm  improvements  which  are 
customarily  the  responsibility  of  the  landlord. 

The  following  brief  outline  contains  the  important  requirements  for  farms  if 
the  milk  can  be  classified  as  Grade  A. 

Dairy  Darns:  (1)  Adequate  window  space.  (2)  Adequate  ventilation. 
(3)  Adequate  room  to  prevent  overcrowding.  (4)  Floors  and  gutters  of  concrete 
or  an  approved  impervious  and  easily  cleaned  material,  properly  graded  to  drain ; 
shall  be  kept  in  good  repair.  (5)  Walls  and  ceilings:  Whitewashed  each  year  or 
painted  every  two  years — oftener  if  necessary — or  finished  in  an  approved  man- 
ner and  kept  in  good  repair;  tight  ceiling  in  case  of  a  second  floor  above  cows; 
dust-tight  partition  and  door  if  feed  room  adjoins  the  milking  room  ;  no  feed 
may  be  stored  in  milking  part  of  barn.  (6)  Cow  yards  graded  and  drained  as  well 
as  practicable.    (7)  Manure  must  be  removed  or  stored. 

Milk  Room  or  House:  (1)  For  cooling,  handling,  storage  of  milk,  and  wash- 
ing, treatment,  storage  of  utensils.  (2)  Floor  of  concrete  or  impervious  material, 
graded  to  drain — kept  in  good  repair.  (3)  Walls  and  ceilings  easily  cleaned — 
painted  or  finished.  (4)  Lighted,  ventilated,  screened;  self-closing  doors. 
(5)  Water  must  be  piped  into  room.  (6)  Water  heater  necessary.  (7)  Wash 
and  rinse  vats  partitioned. 

Toilet:  (1)  Sanitary,  convenient.  (2)  Properly  constructed,  operated,  and 
maintained  so  that  waste  is  inaccessible  to  flies  and  does  not  pollute  surface  soil 
or  contaminate  water  supply. 

Water  Supply:  For  milk  room  and  dairy  barn  shall  be  properly  located, 
constructed,  and  operated;  accessible;  adequate;  safe.  Convenient  facilities  fur 
the  washing  of  milkers'  hands  are  required. 

The  enforcement  of  these  requirements  forced  a  large  number  of  dairy  farm- 
s  in  the  area  off  the  Grade  A  market  as  evidenced  by  the  withdrawal  of  about 

of  the  members  of  the  Sanitary  Producers  from  the  inspected  market. 

To  obtain  information  about  the  extent  to  which  tenancy  and  other  factors 
were  responsible  for  so  large  a  withdrawal,  and  to  ascertain  what  changes  were 
taking  place  in  farm  organization,  the  Department  of  Agricultural  Economics 
conducted  a  survey  of  94  tenant-operated  farms  in  Clinton,  Madison,  and  St. 
(  lair  Counties,  visiting  only  farms  not  selling  on  the  inspected  market.  Most 
of  these  farmers  withdrew  when  the  revised  ordinance  became  effective. 

When  asked  why  they  had  stopped  selling  Grade  A  milk,  54  answered  that 

thev  could  not  meet  the  requirements  of  the  ordinance.    An  adequate  barn  and 

milk  house  were  the  most  frequent  shortcomings.    Sixteen  indicated  a  dislike  of 

he  inspection  and  supervision  necessary.    Other  reasons  were:     price  too  low; 

>    enterprise  too  small;  and  other  markets  just  as  profitable. 

It  is  apparent  that  substantial  shifts  in  farm  enterprises  are  taking  place. 
Twenty-one  men  have  introduced  hogs,  beef  cattle,  or  feeders  as  a  new  enter- 


247 


prise;  nine  indicated  that  they  intend  to  do  so.  Eight  men  are  now  keeping  more 
hogs  and  feeders  than  formerly;  11  others  intend  to  keep  more.  Quite  a  number 
have  enlarged  or  intend  to  enlarge,  the  poultry  enterprise;  some  are  selling  more 
cash  grain  and  a  few  plan  on  keeping  sheep.  Practically  all  are  still  milking 
cows,  but  the  herds  have  been  reduced  from  an  average  of  8.8  to  5.7  cows,  and 
the  milk  is  being  sold  to  a  condensery  or  other  uninspected  market.  Three  men 
are  selling  cream  ;  three  others  intend  to  do  so.  Three  farmers  had  sold  out  and 
quit  farming,  three  others  were  engaged  mainly  in  other  occupations ;  four  men 
indicated  that  they  intended  to  quit  farming;  four  tenants  were  on  relief. 

Thirty-five  felt  that  what  they  are  now  doing  or  intend  to  do  would  be  as 
profitable  as  selling  Grade  A  milk;  twenty-eight,  less  profitable,  and  thirty-one 
were  uncertain.  Few  had  carefully  compared  the  costs  and  expected  returns  of 
selling  Grade  A  milk  with  those  of  other  enterprises. 

The  average  of  51  estimates  on  the  cost  of  making  improvements  so  they 
could  comply,  was  $398.00  per  farm.  Over  half,  or  50,  indicated  that  their  land- 
lords were  unwilling  to  make  additional  expenditures ;  37  had  not  talked  the 
matter  over  with  their  landlords.  Most  in  this  latter  group  had  assumed  that  it 
was  useless  to  ask  for  anything  further.  Five  tenants  reported  that  their  land- 
lords would  make  some  improvements;  and  five  that  landlords  would  make  all 
necessary  improvements.  The  reasons  most  frequently  given  for  unwillingness 
of  landlords  to  make  improvements  were:  (1)  Not  financially  able.  (2)  Do  not 
consider  it  a  good  investment.  (3)  Tenant  is  not  interested  and  has  not  urged  I 
landlord.  (4)  Landlords  old,  absentee,  absorbed  by  private  business,  or  other-  j 
wise  uninterested. 

Sixty  percent  indicated  that  the  landlord  would  allow  them  to  make  necessary  ■ 
improvements   if   they  cared   to   do   so   at   their   own   expense,   and   ten   percent 
would  be  interested  in  a  lease  or  contract  compensating  them  for  the  unexhausted  : 
value  of  such  improvements  if  they  were  later  required  to  quit  the  farms. 

Since  a  large  number  (64)  indicated  that  they  do  not  intend  to  go  back  on  the  I 
market,  and  according  to  their  estimates,  herds  would  need  to  be  increased  from  J 
an  average  of  5.7  cows  to  13.8  cows  to  make  the  enterprise  profitable,  it  is  evi- 
dent that  there  exists  a  basic  farm  management  problem  which  cannot  be  solved  r 
wholly  through  the  landlord-tenant  approach.    It  does  seem,  however,  that   for 
farmers  who  desire  to  continue  selling  Grade  A  milk,  a  substantial  contribution 
can  be  made  toward  the  solution  of  the  problem  by  giving  consideration  to  the 
landlord-tenant  relationship  as  it  affects  this  situation. 

Most  of  the  improvements  required  by  the  ordinance  are  buildings  or  per- 
manent fixtures,  hence  are  part  of  the  real  estate  and  historically,  at  least,  are 
the  landlord's  responsibility.  An  important  problem  is  thus  created  for  both 
landlord  and  tenant.  The  landlord  must  decide  to  what  extent  he  is  justified  in 
making  the  improvements  necessary  for  an  increasingly  specialized  farm  business, 
and  the  tenant  must  decide  how  much  additional  rent  he  can  pay  for  the  increased 
amount  of  property  the  landlord  is  supplying. 

In  answering  these  questions,  three  possible  situations  may  be  assumed 
i  1  |  the  landlord  makes  all  the  necessary  improvements  and  seeks  compensation 
Erom  the  tenant  through  increased  rent;  (2)  the  tenant  makes  all  the  improve- 
ments and  requests  compensation  from  the  landlord  for  the  unexhausted  value 
of  such  improvements  remaining  at  the  termination  of  his  tenancy;  and  (3)  the  - 
landlord  and  tenant  share,  in  some  proportion,  the  cost  of  improvements.  In  the  :: 
latter  case,  the  tenant  would  be  entitled  to  compensation  for  the  unexhausted 
value  to  the  extent  of  his  share  in  the  original  expense  if  required  to  quit  the 
farm. 

Certain  items  are  naturally  the  tenant's  responsibility,  such  as  making  ordinaB 
repairs  to  buildings  and  equipment   and  hauling  manure. 
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Where  the  landlord  chooses  to  make  all  the  improvements,  the  problem  arises 
of  how  much  additional  rent  he  should  charge.  He  can  calculate  this  by  adding  to 
his  present  contributions  the  additional  taxes,  depreciation,  insurance,  and  inter- 
est on  investment  required  to  comply  with  the  ordinance,  and  determining  either 
what  additional  contributions  the  tenant  will  need  to  make  or  how  much  addi- 
tional rent  he  will  need  to  pay  to  achieve  an  equitable  balance  under  the  terms 
pf  the  lease. 

The  following  advantages  may  be  cited  in  favor  of  having  the  landlord  make 
ihe  necessary  improvements: 

1.  Assuming  that  dairying  will  continue  in  the  area,  the  landlord  will  likely 
want  to  continue  dairying  on  the  farm,  and  will  be  interested  in  maintaining  the 
necessary  improvements. 

2.  The  landlord  may  be  more  able  financially,  or  have  a  better  chance  of 
procuring  credit  because  of  his  ownership  and  because  the  improvements  become 
a  part  of  the  realty. 

3.  Rental  adjustments  may  be  carried  out  more  successfully  than  provisions 
for  compensating  the  tenant. 

4.  Because  a  dairy  herd  utilizes  large  amounts  of  pasture  and  hay,  provision 
for  this  enterprise  tends  to  prevent  erosion  and  soil  depletion  and  thus  protects 
the  capital  investment  in  land. 

Where  the  landlord  is  unwilling  or  unable  to  make  the  necessary  improve- 
nents  the  tenant,  if  financially  able,  or  capable  of  securing  credit,  may  make  such 
improvements  under  an  agreement  that  he  shall  be  compensated  for  their  un- 
exhausted value  remaining  at  the  termination  of  the  tenancy.  This  agreement 
should  be  either  a  part  of  the  lease  or  evidenced  by  a  separate  written  instrument 
signed  by  the  parties.  Adequate  supporting  information  in  the  form  of  bills  of 
sale,  receipts,  vouchers,  and  other  documents  showing  material,  labor,  and  financ- 
ng  costs  should  be  maintained  by  the  tenant. 

A.  sufficient  lease  provision  could  be  stated  as  follows: 

"The  tenant  may,  with  the  consent  of  the  landlord,  make  such  improvements 
tvlpf  either  a  temporary  or  a  permanent  nature  as  are  necessary  to  bring  the  farm 
ilir   nto  compliance  with  the  requirements  of  the  St.  Louis  Milk  Ordinance  and  any 
I    'emulations  issued  under  it. 

jlii!        "At  the  termination  of  this  tenancy,  the  landlord,  upon  presentation  by  the 
jtli  enant  of  adequate  information  on  the  cost  of  any  improvements  made  by  him, 
hall  reimburse  the  tenant  for  the  unexhausted  value  of  such  improvements. 

"In  case  the  parties  cannot  agree  on  the  unexhausted  value  or  on  any  other 
juestion  relating  to  such  improvements,  they  shall  refer  their  questions,  together 
tic  yith  all  necessary  information,  to  three  arbitrators  selected  as  follows:  One  by 
ri  he  tenant,  one  by  the  landlord,  and  one  by  the  two  thus  selected.  The  arbitrators 
;jr  hall  consider  all  pertinent  facts  and  inform  the  parties  of  their  decision  on  the 
rea;;ilmount  of  compensation  due  and  payable  by  the  landlord,  or  on  any  other  ques- 
on  relative  to  improvements  and  specifically  referred  to  them  for  an  opinion.'' 
Such  a  provision  can  be  used  entirely  apart  from  the  lease  and  as  a  separate 
ntract.  When  so  used,  the  parties  can  be  more  specific  because  the  agreement 
ill  probably  be  made  in  view  of  contemplated  improvements. 

Producers'  associations  or  other  interested  agencies  might  set  up  landlord- 
nant  commissions  in  local  areas  to  act  as  arbitrators,  and  to  aid  landlords  and 
|ni'ifcnants  to  get  together  on  plans  for  making  improvements,  and  to  give  assistance 
procuring  credit  and  with  other  problems.   A  commission  of  three  or  five  mem- 
rs  composed  of  an  equal  number  of  landlords  and  tenants  and  one  disinter- 
ted  party  not  a  farm  landlord  or  tenant  should  be  adequate. 

H.  C.  M.  Case  and  H.  W.  Hannah 
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TENANCY  NOT  FULLY  WEDDED  TO  LAND  VALUES 

The  rule  in  Illinois  farming  that  "where  land  values  are  high,  much  is  rented; 
where  low,  little,"  has  had  its  ups  and  downs.  Because  it  might  seem  to  imply 
that  renting  is  regularly  an  aid  to  land  values,  analyses  have  heen  made  to  obtain 
a  more  accurate  statement  of  the  relation  between  land  values  and  tenancy  in 
Illinois  and  in  some  other  parts  of  the  country.  The  result  is  emphasis  on  four 
points  in  explaining  why  tenancy  and  realty  values  have  gone  together,  sometimes 
less,  sometimes  more. 

1.  Farm  properties,  partly  because  of  size  and  partly  because  of  high  value 
per  acre,  often  represent  aggregate  investments  too  large  for  most  tenants  to 
become  buyers  from  their  accumulated  earnings. 

2.  Equipment  for  farming  and  expenses  for  farm  operations  require  so  much 
working  capital,  or  so  much  input  of  labor  as  to  take  all  the  resources  that  many 
tenant  families  can  muster. 

3.  Tenancy  has  increased  on  farms  foreclosed  in  satisfaction  of  debt  and  not 
yet  resold  to  operating  owners.  On  such  farms,  acre  values  of  land  and  improve! 
ments,  because  of  depreciation,  are  below  those  usual  for  the  same  soil  type. 
This  situation  tends  to  reduce  correspondence  between  high  acre  values  and  high 
tenancy. 

4.  Continuous  renting  of  a  farm,  more  or  less  regardless  of  soil  type,  may 
cause  its  more  recent  operators  to  report  the  value  of  its  land  and  buildings  to 
census  takers  and  others  below  the  values  reported  for  owner  operated  farms  ol 
similar  soil  types.  This,  too,  tends  to  reduce  correlation  between  acre  values  and 
tenancy. 

These  facts  are  believed  to  explain  some  situations  known  to  exist  in  Illinois 
and  some  other  states  of  the  Mississippi  Valley: 

1.  Up  to  1920  high  value  of  realty  per  acre  was  increasingly  associated  with 
a  high  proportion  of  tenancy.  In  the  1930's,  however,  high  value  of  realty  per 
acre  has  been  less  associated  with  high  percentages  of  tenancy  in  Illinois  and 
several  other  states  of  the  north  central  division. 

2.  High  values  of  realty  per  farm  have  become  more  closely  associated  w  i tin 
high  tenancy  in  Illinois  and  other  north  central  states. 

3.  High  value  of  products  per  farm  has  been  in  close  correlation  with  high 
tenancy  in  Illinois  for  at  least  the  past  60  years. 

4.  Large  acreage  per  farm  has  been  in  closer  correlation  with  high  tenancy  <n 
Illinois  than  in  most  other  states  because  our  large  farms  also  have  high  values 
per  acre.  In  states  where  large-scale  farming  is  found  in  areas  of  low  rainfall 
as  in  western  counties  of  states  from  North  Dakota  to  Texas,  high  tenancy  \i 
associated  with  smaller  acreage  per  farm.  In  some  southern  states  cotton  anc 
other  crops  that  have  high  labor  requirements  are  produced  on  small  farms  ofter 
on  a  tenant  basis.  Thus  there  is  close  connection  between  tenancy  and  the  highei 
values  per  acre  of  realty  and  products.  Where  cotton  production  reaches  intc 
Illinois  and  Missouri,  there  are  local  manifestations  of  the  same  tendency. 

The  relation  between  farm  tenancy  ami  the  farm  realtv  value  characterise 
referred  to  is  close  when  viewed  in  a  broad  way  for  agricultural  regions 
farming-type  areas  where  important  differences  are  found  in  soil,  rainfall,  an< 
other  conditions.  It  does  not  follow,  however,  that  the  relationships  betweei 
tenancy  and  really  values  hold  with  equal  clearness  among  townships  in  a  county 
or  in  local  communities  falling  entirely  within  the  same  fanning  type  area 
\mong  local  communities  having  sufficient  similarity  of  soil  type,  rainfall,  etc 
to  make-  farm  sizes,  values  of  land,  and  products  per  acre  and  per  farm  more  0 
less  alike,  efforts  to  measure  differences  in  tenancy  as  an  expression  of  difference 
in  values  of  land  and  products  or  vice  versa  lead  to  different  results. 

Types  of    farming  differ  usually  with  differences  in   soil-type,  rainfall,  an 
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other  physical  and  economic  conditions.  If  tenancy  and  values  of  realty  and 
products  are  compared  for  a  state  or  other  area  having  two  or  more  quite  differ- 
ent farming  types,  the  highs  in  tenancy  usually  are  found  where  the  highs  in 
values  are  located.  Within  each  of  these  farming-type  areas,  however,  townships 
or  communities  that  differ  in  values  and  other  characteristics  do  not  necessarily 
carry  corresponding  differences  in  tenancy.  The  correlation  of  tenancy  with 
values,  which  is  strongly  positive  for  the  state  as  a  whole,  is  neither  strongly  posi- 
tive, nor  strongly  negative  when  the  view  is  confined  to  more  local  areas  in  the 
same  farming-type  area. 

Local  variations  in  tenancy  in  disregard  of  values,  and  local  variations  in 
values  in  disregard  of  tenancy  are  understandable  in  the  light  of  several  ten- 
dencies believed  to  have  long  prevailed.  In  some  localities  the  custom  has  been 
for  only  a  few  of  the  landowners  to  retire  and  in  other  localities  for  many  to  do 
so.  Where  settlement  of  a  township  was  made  by  farmers  not  differing  widelv  in 
age,  replacement  by  tenants  may  have  been  at  an  earlier  date  than  in  another ; 
and  the  effects  on  the  real  estate  for  good  or  bad  may  have  become  more  pro- 
nounced in  the  one  than  in  the  other.  Other  developments  affect  the  position  of 
farm  owners  in  a  more  or  less  fortuitous  manner.  The  closing  of  banks,  the 
development  of  oil  and  gas  resources,  and  other  local  influences  may  affect  very 
differently  two  townships  where  land  values,  tenancy,  etc.,  might  otherwise  have 
been  expected  to  be  the  same.  Because  of  greater  tendency  in  some  townships  to 
azard  mortgage  indebtedness,  the  incidence  of  hard  times  may  break  into  the 
tenure  situation  with  more  changing  of  land  titles,  and  with  more  depreciation 
of  property  in  one  township  than  in  another. 

For  tenancy  to  be  not  closely  related  to  land  values  in  local  communities 
while  they  are  closely  related  in  large  areas  and  agricultural  regions  is  consistent 
with  facts  of  observation.  The  drastic  changes  since  1920  have  probably  ex- 
pressed themselves  in  changed  local  conditions  more  than  in  the  remaking  of 
igricultural  regions. 

Relations  between  tenancy  and  land  values  that  hold  in  the  relatively  un- 
•hanged  geography  of  the  nation's  agriculture  show  up  quite  differently  in 
ocalities  where  economic  change  has  struck  individual  farms  and  farmers  with 
narked  difference  in  effect.  p   -^   Stewart 


1  12The  first  source  is  for  annual  data;  the  second  is  for  current  data  from  which  tables  may  be  brought 
date. 

■Survey  of  Current  Business,  1936  supplement,  U.S.  Dept.  of  Commerce;  subsequent  monthly  issues. 
iame  as  footnote  1,  Illinois  Crop  and  Livestock  Statistics,  Circular  438  (1937);  monthly  mimeographs  of 
tatistical  Tables  for  Illinois  Crop  Report,  converted  from  1910-14=  100  to  1924-29  =  100  by  multiplying 
,7151.  4Agricultural  Situation,  Bureau  of  Agricultural  Economics,  U.S.D.A.;  Agricultural  Situation, 
mverted  from  1010-14=  100  to  1924-29=  100  by  multiplying  by  .6486.  ^Calculated  from  data  furnished 
f  Bureau  of  Agricultural  Economics;  Survey  of  Current  Business,  seasonally  adjusted.  "Calculated  by 
epartment   of  Agricultural  Economics,  University  of  Illinois,  seasonally  adjusted.     Data  from   Farm  Income, 


l;,i'      urcau    of    Agricultural    Economics;    B.A.E.    monthly    mimeograph.     Receipts    from    Sale    of    Principal    Farm 
;      roducts     (government    payments    not    included).      'Obtained    by    dividing     Index     of    Illinois    Farm    Income 
:olumn   6^    by    Index   of    Prices    Paid    by    Farmers    (column    4).     "Monthly    Indexes   of    Non-Agricultural    and 
tional    Income,    Supplement,    August,    1937,    B.A.E. ;    Price    and    Demand    Situation,    or    Agricultural    Situa- 
.     BSurvey    of    Current    Business,    1938    Revision;    subsequent    monthly    issues,    unadjusted    for    seasonal 
at  ion.     '"Federal    Reserve    Bulletin    of    Federal    Reserve    Board,    September,    1933    and    subsequent    issues; 
rvey    of    Current     Business,    seasonally    adjusted.     "Preliminary    estimate.      '-Illinois    Crop    and    Livestock 
tistics,   Cir.    138;    Monthly  price  releases,   State   Agricultural   Statistician. 
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Table  A. — Indexes  of  United  States  Agricultural  anp  Business  Conditions 


Commodity  prices 

I  ncome  from  farm  marketings 

Non- 
agricul- 
tural 
income1 

Factory 
payrolls* 

Wholesale  prices 

Illinois 
farm 
prices* 

Prices 
paid  by 
farmers* 

U.S. 

In 

money' 

Illinois 
,             In  pur- 

„  -     chasing 

money*      power' 

Indus- 
trial 
produc- 
tion10 

month 

All  com- 
modities1 

Farm 
products1 

Base  period 

1929 

1926 
95 
86 
73 
65 
66 
75 
80 
81 
86 
79 

79 
78 
78 
78 
78 
77 
77 
77 
77 
76 
76 
76" 

1926 
105 

88 

65 

48 

51 

65 

79 

81 

86 

69 

69 
67 
68 
67 
68 
68 
67 
67 
66 
64 
64 
65" 

1924-29 
104 
89 
62 
41 
45 
61 
82 
86 
96 
69 

74 
66 
69 
64 
66 
66 
66 
66 
66 
64 
65 
70 

1924-29 
99 
94 
80 
69 
71 
80 
81 
80 
84 
80 

80 
79 
78 
78 
78 
78 
78 
78 
78 
78 
78 
78 

1924-29 
103 
83 
58 
43 
49 
57 
64 
75 
81 
70 

83 
72 
73 
68 
70 
68 
68 
60 
64 
64 
65 

1924-29 
103 
87 
58 
43 
51 
55 
65 
82 
86 
81 

80 
77 
73 
73 
90 
80 
99 
82 
103 
75 
82 

1924-29 
104 

93 

72 

62 

72 

69 

80 
102 
102 
101 

101 

97 

94 

94 
116 
103 
127 
105 
132 

96 
105 

1924-29 
107 
100 

86 

68 

63 

72 

77 

87 

96 

89 

88 
89 
90 
90 
92 
95 
92 
92 
92 
90 
91 

1923-25 
110 

89 

68 

47 

50 

64 

74 

86 
102 

78 

71 
77 
81 
84 
84 
87 
83 
85 
87 
85 
84 

1923-25 
119 

1930 

96 

1931 

81 

1932 

64 

1933 

76 

1934 

79 

1935 

90 

1936 

105 

1937 

110 

1938 

86 

July 

83 
88 

Sept 

90 

Oct 

96 

103 

Dec 

104 

1939  Jan 

101 

Feb 

98 

Mar 

98 

92 

92'1 

Table  B. — Prices  of  Illinois  Farm  Products" 


Product 


Corn,  bu 

Oats,  bu 

Wheat,  bu 

Barley,  bu. 

Soybeans,  bu. .  .  . 

Hogs,  cwt 

Beef  cattle,  cwt. . 

Lambs,  cwt 

Milk  cows,  head. 
Veal  calves,  cwt. 

Sheep,  cwt 

Butterfat,  lb. .  .  . 

Milk,  cwt 

Eggs,  doz 

Chickens,  lb 

Wool,  lb 

Apples,  bu 

Hay,  ton 

Potatoes,  bu 


Calendar  year  average 


1924-29 

1937 

$    .81 

$   .94 

.42 

.39 

1.30 

1.10 

.66 

.84 

1.94 

1.20 

9.97 

10.11 

8.57 

8.93 

12.22 

9.58 

78.00 

61.00 

11.27 

9.43 

6.52 

4.09 

.42 

.32 

2.32 

1.92 

.30 

.20 

.21 

.16 

.36 

.32 

1.S9 

1.18 

13.38 

12.41 

1.39 

1.12 

1938 


$   .45 

.24 

.68 

.53 

.75 

8.06 

7.68 

7.76 

60.00 

8.89 

3.36 

.25 

1.66 

.19 

.15 

.21 

.95 

7.65 

.73 


Current  months 


Mar. 


$    .40 

.26 

.61 

.42 

.70 

7.40 

8.20 

8.00 

67.00 

9.80 

3.90 

.22 

1.50 

.14 

.14 

.21 

1.40 

6.30 

.80 


April 


$    .40 

.26 

.61 

.41 

.75 

6.80 

8.60 

8.60 

63.00 

9.20 

4.00 

.20 

1.45 

.14 

.14 

.21 

1.40 

6.30 

.80 


May 


$    .44 

.29 

.68 

.41 

.85 

6.60 

8.50 

8.70 

63.00 

8.80 

3.60 

.20 

1.40 

.13 

.  14 

.  22 

1  !« 

6.20 

.85 


June 


$    .44 

.29 

.66 

.41 

.80 

6.10 

7.90 

8.10 

64.00 

8.40 

3.40 

.21 

1.40 

.12 

,13 

.24 

1  .  35 

5.70 

.90 


'""For  sources  of  data  in  tables  see  previous  page. 
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August,  1939  Number  51 

FACTORS  IN  THE  PRESENT  OUTLOOK 

Demand  Is  Currently  Improving.  Business  conditions  in  the  United  States 
have  improved  since  May.  In  July,  the  Federal  Reserve  Board's  index  of  produc- 
tion stood  at  102  per  cent  of  1923-25.  The  volume  of  new  construction  is  running 
ahead  of  last  year;  the  government  is  paying  out  large  sums  which  increase 
consumer  income ;  and  the  automobile  industry  is  getting  into  the  production  of 
1940  models.  During  the  last  two  years,  business  activity  contracted  sharply  from 
the  late  summer  of  1937  to  May  1938,  improved  from  May  to  December  1938, 
declined  during  the  first  five  months  of  1939,  and  then  began  the  current 
recovery.  It  appears  likely  that  business  will  continue  to  improve  for  several 
months.  If  this  view  proves  to  be  correct,  it  will  help  the  market  outlook  par- 
ticularly for  meat  animals  and  dairy  products. 

Although  the  trend  is  upward,  certain  basic  unsettling  factors  exist  which 
make  full  recovery  difficult.  First,  the  uncertainty  created  by  war  scares  in 
Europe  which  have  been  particularly  frequent  in  recent  months.  Second,  the  low 
level  of  basic  commodity  prices,  including  those  of  agricultural  staples.  Third, 
he  slow  rate  of  investment  of  private  capital  which  makes  necessary  huge  gov- 
ernment spending  programs  in  order  to  maintain  a  certain  level  of  activity.  The 
atter  situation  is  not  confined  to  this  country  as  government  spending  is  world - 
j  |jwide,  particularly  in  connection  with  preparations  for  war. 

Since  the  peak  of  the  last  recovery  period  in  early  1937,  the  trend  in  prices 
f  staple  commodities  has  been  downward.  In  gold,  the  averages  are  now  lower 
:han  in  many  years.  This  is  unfavorable  to  general  recovery  because  it  reduces  the 
bility  of  farmers  and  other  producers  of  raw  materials  to  buy  and  causes  in- 
entory  losses  which  depress  many  types  of  business.  A  reverse  in  this  downward 
rend  at  an  early  date  does  not  appear  likely.  Because  of  the  fact  that  prices  are 
low  measured  in  cheaper  dollars,  a  decline  of  the  prices  of  staple  farm  products 
o  the  early  1933  level  is  extremely  unlikely. 

Feed  Supply  Large.    Basic  to  the  livestock  situation  is  the  feed  supply. 

The  United  States  Department  of  Agriculture  estimates  that  there  will  be  .81  tons 

f  feed  grain  available  from  crop  and  carryover  for  each  grain  consuming  animal 

nit,  compared  with   .88  tons  last  year  and  .78  tons  in  the  pre-drouth  period, 

28-32.    This  indicates  about  8  per  cent  less  than  the  very  large  supply  of  last 

ar  but  about  4  per  cent  more  than  in  1928-32. 

This  suggests  that  there  will  be  adequate   feed   for  any   feeding  operations 

kely  to  be  carried  out,  but  the  situation  is  complicated  by  the  "ever  normal" 

anary  program.    About  257  million  bushels  of  corn  are  currently  under  seal 

nd  AAA  officials  have  announced  that  none  of  this  will  be  put  on  the  market 

nless  prices  are  higher.    More  farmers  are  eligible  for  corn  loans  this  year  than 

1938-39  and  since  the  loan  will  apparently  be  substantially  above  the  market 

rice,  it  may  be  anticipated  that  more  will  be  sealed.    Should  300  million  bushels 

f  1939  corn  be  sealed,  then  about   15.5   million  tons  of  corn  out  of  the   110 

illion  tons  of  feed  grains  will  be  tied  up  until  prices  rise.    This  would  reduce 

ie  supply  of  feed  grains  available  for  feeding  to  about  .70  tons  per  animal  or 

.ss  than  the  pre-drouth  supply.   The  effect  of  this  will  probably  be  to  cause  the 

upplv  of  unsealed  corn  to  be  used  up  in  some  communities  before  the  end  of 

[  253  ] 


the  season  and  cause  the  local  price  of  corn  to  rise  to  a  point  where  it  will  be 
trucked  into  the  community.  This  will  happen  sooner  in  areas  where  feeding 
is  hca\  v  than  in  grain  marketing  areas.  Feeders  should  give  consideration  to  this 
situation  in  planning  their  feeding  and  grain  purchasing  operations. 

The  supply  Hi'  protein  supplements  will  apparently  be  adequate.  A  record  crop 
of  soybeans  is  in  sight.  The  supply  of  cottonseed  meal  will  be  smaller  because 
of  a  smaller  carryover  and  a  slightly  smaller  crop  of  cotton.  Supplies  of  tankage 
will  be  increased  by  more  livestock  slaughter.  Currently  "new  crop'"  soybean 
meal  is  quoted  in  carlots  at  the  mills  at  less  than  a  cent  a  pound. 

The  August  1  estimate  of  the  corn  crop  is  about  80  million  bushels  less  than 
the  1938  crop  because  of  poorer  yields  in  Nebraska  and  adjoining  states.  The 
carryover  of  corn  will  apparently  be  around  500  million  bushels,  the  largest  on 
record.  The  supply  of  oats  is  smaller  than  last  year  by  the  equivalent  of  about 
100  million  bushels  of  corn.  Supplies  of  barlev  and  grain  sorghums  are  about 
as  in  1938. 

The  pasture  situation  on  August  1  is  shown  in  the  map. 


PASTURE  CONDITION.  AUGUST  1.  1939 


OF  NORMAL    ^88888?^ 
80  tnd  over  I' ■'•'■•]  Good  to  excellent 
66  to  80  ^3  Poor  to  fi 

60  to  66  BSJ  V»ry  poor 

iS  to  60  B8  Severe  drought 

Under  Z5        Hi  Extreme  drought 


Beef  Cattle.  Two  factors  are  of  dominant  importance  in  the  cattle  outlook 
for  1939-40:  (1)  The  abundance  of  feed — unless  sealed  and  placed  in  the  corn 
loan — will  stimulate  feeding  and  lead  to  large  supplies  of  finished  cattle  at  cer- 
tain seasons.  Currently,  it  is  reported  that  16  per  cent  more  cattle  were  on  feed  in 
the  corn  belt  states  on  August  1  than  a  year  earlier.  (2)  The  continued  tendency 
to  withhold  cattle  for  restocking  farms  and  ranches  tends  to  hold  down  total 
market  receipts  and  makes  feeding  cattle  and  less  finished  slaughter  cattle  higher 
in  price.  These  two  forces  will  keep  the  price  of  feeders  relatively  high  and  the 
margin  between  the  price  of  fat  and  feeder  cattle  narrow.  Profits  will  depend, 
more  than  ever,  on  careful  attention  to  buying,  fitting  operations  to  the  probable 

inal  changes,  and  careful  feeding  and  management. 

-I  market  receipts  of  cattle  have  been  declining  since  1934,  but  the  number 
on  farms  and  ranches  has  been  increasing  for  two  years.  Based  on  past  expe- 
rience when  cattle  numbers  on  farms  have  increased,  such  expansion  tends  t< 
at  an  increasing  rati'  for  about  four  years  and  the  peak  in  stock  cattle  values 
comes  at  the  time  of  most  rapid  increase  in  numbers.  Rased  on  this,  the  general 
level  of  cattle  \  alnes  may  remain  high  or  increase  for  at  least  another  year. 
This  has  applied  in  the  past  to  dairy  as  well  as  beef  cattle. 

This   situation   may   be   modified   somewhat    this  year  by   the   drouth   in   some 
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cattle  producing  areas.  The  United  States  Department  of  Agriculture  says, 
"Even  though  there  have  been  drouths  in  some  range  areas,  no  heavy  liquidation 
is  indicated,  although  many  will  sell  closer  than  was  expected  a  few  months  ago.'"' 

Hogs.  The  1939  pig  crop  will  be  back  around  80  million  head,  or  the  pre- 
drouth  level.  The  hog  situation  is  in  process  of  the  typical  adjustment  to  large 
feed  supplies  and  favorable  feeding  ratios.  Market  supplies  are  increasing  and 
prices  are  declining.  Because  of  the  importance  of  storage  operations  in  dispos- 
ing of  hog  products,  there  is  a  strong  tendency  to  discount  coming  events  in 
hog  markets  and  so  a  large  part  of  the  price  readjustment  may  have  occurred 
already.  Probably  there  will  be  little  seasonal  strength  in  late  summer  and  the 
usual  seasonal  declines  in  the  late  fall  and  early  winter  are  to  be  expected. 
Prices  of  heavy  hogs  are  likely  to  be  discounted  considerably  in  view  of  the 
abundance  of  edible  fats  and  fat  meat. 

Lard  has  to  face  special  difficulties.  First,  it  was  relatively  scarce  from  1935 
to  1937  and  was  replaced  in  part  by  compounds  made  of  vegetable  oils.  It  must 
be  cheap  to  regain  this  market.  Second,  although  exports  are  increasing,  tin- 
very  important  German  market  appears  to  have  been  lost  for  the  present. 

Hog  numbers  will  likely  continue  high  for  at  least  another  year.  The  level 
that  has  been  reached,  the  lower  prices,  and  the  tying-up  of  corn  in  the  "ever 
normal"  granary  program — as  discussed  in  the  feed  grain  section — may  check 
the  rate  of  expansion. 

Lambs.  The  lamb  crop  is  estimated  to  be  about  as  large  as  last  year 
although  the  United  States  Department  of  Agriculture  reports  that  the  supply 
of  late  lambs  available  for  feeding  will  be  larger  than  last  fall.  Prospects  for 
lamb  feeding  are  always  uncertain  this  early  in  the  season,  but  lower  prices  for 
other  meat  animals  and  only  moderately  good  business  conditions  do  not  create 
I    too  favorable  an  outlook  for  lamb  prices. 

Wheat.  The  price  of  wheat  is  high  in  the  United  States  in  relation  to 
world  levels.  To  get  wheat  exported,  it  is  reported  that  the  government  is  paying 
a  subsidy  of  around  35  cents  a  bushel.  Our  higher  price  level  reflects  primarily 
the  effect  of  this  export  subsidy,  which  pushes  our  price  up  above  the  world  level. 
The  subsidy  plan  has  been  in  operation  for  a  year  and  was  responsible  for  a 
larger  part  of  the  116  million  bushels  exported  in  the  past  year.  It  is  to  be  con- 
tinued this  year.  Other  factors  in  the  situation  are  the  huge  world  supply,  the 
depressing  effects  on  prices  in  open  world  markets  of  export  subsidies  paid  by 
this  and  the  other  principal  export  countries,  and  government  loans  to  producers 
here  which  tend  to  withhold  wheat  from  the  market. 

The  total  supply  of  wheat  in  this  country  is  now  estimated  at  986  million 
bushels  compared  with  1,084  million  a  year  earlier.  Based  on  last  year's  con- 
sumption, there  will  be  about  270  million  bushels  available  for  export  and  carry- 
over on  July  1,  1940.  There  will  be  a  smaller  carryover  than  on  July  1.  1939  if 
exports  continue  in  fair  volume.  This  may  cause  prices  to  strengthen  here  and 
work  up  toward  the  loan  value,  but  the  large  world  supply  and  low  world  price 
will  tend  to  retard  the  advance  in  price. 

Soybeans.  The  August  1  estimate  showed  an  18  per  cent  increase  in  the 
acreage  of  soybeans  over  1938  and  a  slightly  better  condition.  This  indicate  - 
another  record  crop.  On  the  demand  side,  the  cotton  crop  is  now  reported  to  be 
slightly  smaller  than  in  1938.  Soybeans  will  therefore  face  less  competition  from 
cottonseed  products.  Exports  of  soybeans  will  probably  be  larger  than  ever 
before  judged  by  reports  concerning  forward  sales.  New  processing  plants  have 
been  built.  On  the  other  side,  cheap  lard  lowers  the  price  of  soybean  oil  and 
cheap  corn  the  price  of  soybean  meal.  Current  bids  on  new  beans  are  about  in 
line  with  the  "new  crop"  prices  of  meal  and  oil.  L.  J.  Xorton 
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Table  A. — Indexes  of  United  states  agricultural  and  business  conditioxs 


Commodity  prices 

Income  from  farm  marketings 

Non- 
agricul- 
tural 
income8 

Factory 
payrolls' 

War  and 
month 

Wholesale  prices 

Illinois 
farm 
prices' 

Prices 
paid  by 
farmers4 

U.S. 

In 

money* 

Illinois 

Indus- 
trial 
produc- 
tion1" 

All  com- 
modities' 

Farm 

products7 

In 
money* 

In  pur- 
chasing 
power7 

•  riod 

1926 
95 
86 
73 
65 
66 
75 
80 
81 
86 
79 

78 
78 
78 
78 
77 
77 
77 
77 
76 
76 
76 
75" 

1926 

105 

XX 

65 

•is 
51 
65 
79 
81 
86 
69 

67 
68 
67 
68 
68 
67 
67 
66 
64 
64 
62 
63" 

1924-29 

1(11 

89 
62 
41 
45 
61 
82 
86 
96 
69 

66 
69 
64 
66 
66 
66 
66 
66 
64 
65 
6 2 
61 

1924-29 
99 
94 
80 
69 
71 
80 
81 
80 
84 
80 

79 
78 
78 
78 
78 
78 
78 
78 
78 
78 
78 
78 

1924-29 
103 
S3 
58 
43 
49 
57 
64 
75 
81 
70 

72 
73 
68 
70 
68 
68 
60 
64 
64 
65 
60 

1924-29 
103 
87 
58 
43 
51 
55 
65 
82 
86 
81 

77 
73 
73 
90 
80 
99 
82 
103 
75 
82 
92 

1924-29 
104 

93 

72 

62 

72 

69 

80 
102 
102 
101 

9  7 

94 

94 
116 
103 
127 
105 
132 

96 
105 

93 

1924-29 
108 
101 

86 

68 

64 

73 

78 

88 

96 

90 

89 
90 
90 
92 
95 
92 
92 
92 
90 
91 
93 

1923-25 
110 

89 

68 

47 

50 

64 

74 

86 
102 

78 

77 
81 
84 
84 
87 
83 
85 
87 
85 
84 
86 

1923-25 
119 

1930               

96 

1931             

81 

1932           

64 

1933 

76 

1934 

79 

1935 

90 

1936    

105 

1937 

110 

1938 

86 

88 

90 

Oct 

96 

103 

Dec 

104 

1939  Jan 

101 

Feb 

98 

98 

92 

92 

97" 

July 

Table  B. — Prices  of  Illinois  Farm  Products12 


Product 


Calendar  year  average 


1937 


1938 


Current  months 


April 


Mav 


June 


July 


Corn,  bu 

Oats,  bu.    

Wheat,  bu 

Barley,  bu 

Soybeans,  bu..  . . 

Hogs,  cwt 

Beef  cattle,  cwt. 
Lambs,  o\st. 
Milk  cows,  head 
Veal  calves,  cwt. 

Sheep,  cwt 

Butterfat,  lb. .  .  . 

Milk,  cwt 

Eggs,  doz 

Chickens,  lb 

Wool,  lb 

Apples,  bu 

Hay,  ton 

Potatoes,  bu. . . . 


$    .81 

.42 

1.30 

.66 

1.94 

9.97 

8.57 

12.22 

78.00 

11.27 

6.52 

.42 

2.32 

.30 

.21 

.36 

1.59 

13.38 

1.39 


j5    .94 

.39 

1.10 

.84 

1.20 

10.11 

8.93 

9.58 

61.00 

9.43 

4.09 

.32 

1.92 

.20 

.16 

.32 

1.18 

12.41 

1.12 


$   .45 

.24 

.68 

.53 

.75 

8.06 

7.68 

7.76 

60.00 

8.89 

3.36 

.25 

1.66 

.19 

.15 

.21 

.95 

7.65 

.73 


63.00 

9.20 

4.00 

.20 

1.45 

.14 

.14 

.21 

1.40 

6.30 

.80 


$    .44 

.29 

.68 

.41 

.85 

6.60 

8.50 

8.70 

63.00 

8.80 

3.60 

.20 

1.40 

.13 

.14 

.22 

1.45 

6.20 

.85 


$    .44 

.29 

.66 

.41 

.80 

6.10 

7.90 

8.10 

64.00 

8.40 

3.40 

.21 

1.40 

.12 

.13 

.24 

1.35 

5.70 

.90 


$    .41 

.24 

.58 

.M 

.70 

6.40 

7.80 

8.00 

63.00 

8.60 

3.10 

.20 

1.40 

.13 

.14 

.24 

.75 

5.70 

.80 


1  BFoi   source    "I  data  in  tables  see  June  and  July  issue. 
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WAR-TIME  PRICES 

What  will  the  war  do  to  prices?    When  will  there  be  inflation?    These  are 

questions  which  are  uppermost  in  the  minds  of  many  farmers  who  arc-  faced 
with  the  need  for  making  decisions  as  to  how  they  should  market  their  crops 
during  the  coming  year.  Almost  everyone  associates  high  prices  with  a  wide- 
spread war,  and  many  people  are  evidently  expecting  a  rapid  and  extreme  rise 
in  the  prices  of  almost  all  products. 

There  was,  however,  no  sustained  rise  in  the  general  level  of  commodity  prices 
immediately  following  the  beginning  of  the  World  War  in  August  1914.  Except 
for  a  sharp  rise  in  August  and  a  subsequent  decline  in  the  two  following  months, 
the  average  level  of  commodity  prices  remained  about  the  same  for  over  a  year. 
This  is  indicated  by  Figure  1,  which  shows  the  course  of  wholesale  prices  of 
farm  products  and  of  industrial  products  monthly  during  the  period  1913  to  1920. 
The  dotted  line  shows  the  Bureau  of  Labor  Statistics  index  of  "All  Commodities 
Other  Than  Farm  Products  and  Foods."  which  is  termed  for  brevity  "Industrial 
Products"  in  the  chart.  The  solid  line  shows  the  same  bureau's  index  of 
wholesale  prices  of  farm  products. 
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It  will  be  noted  that  during  most  of  the  first  year  following  the  outbreak  of 
hostilities,  prices  of  both  farm  products  and  industrial  products  sagged  slightly 
and  it  was  not  until  the  last  quarter  of  1915  that  a  steady  rise  of  prices  got  under 
way.  Prices  then  continued  upward  and  did  not  reach  their  highest  levels  until 
approximately  six  years  after  the  outbreak  of  the  war  and  nearly  two  years  after 
the  Armistice. 

It  is  not  to  be  expected  that  prices  during  the  current  war  will  follow  just  the 
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very  different  for  individual  commodities,  and  the  financial  situation  of  the  vari- 
ous belligerent  countries  is  also  different.  The  course  of  prices  in  the  United 
States  will  depend  in  part  upon  these  things,  in  part  upon  the  duration  of  the 
war,  and  in  part  upon  the  manner  in  which  the  United  States  maintains  neutrality 
or  becomo  involved  in  the  hostilities.  It  is,  nevertheless,  worthwhile  to  study 
price  movements  during  the  World  War  period  carefully  in  order  to  have  a  basis 
for  intelligent  decision  as  to  the  most  probable  course  of  prices  from  time  to  time 
during  the  coming  years. 

Prices  of  man)  commodities  rose  abruptly  immediately  following  the  outbreak 
of  the  war  in  Poland  on  September  1  of  this  year.  A  similar  rise  occurred  during 
August  of  1914.  In  both  cases,  the  rise  was  confined  almost  entirely  to  the 
sensitive-priced  commodities,  and  to  a  large  degree  it  was  in  the  prices  of  com- 
modities dealt  with  in  speculative  markets.  In  the  index  numbers  of  wholesale 
prices,  the  rise  has  occurred  primarily  in  the  "Farm  Products"  and  in  the  "Foods" 
groups.  No  weekly  index  of  farm  product  prices  is  available  for  1914,  but  Figure 
2  shows  a  comparison  of  two  weekly  indexes  of  the  wholesale  prices  of  foods  in 
1914  and  1939.  Both  indexes  have  been  compiled  by  the  New  York  Times 
"Annalist,"  and  while  different  methods  and  commodities  have  been  used  in  con- 
structing the  two  indexes,  they  nevertheless  provide  a  reasonably  satisfactory 
comparison  of  the  weekly  course  of  the  wholesale  price  of  foods  in  the  two  years. 
The  chart  shows  how,  after  rising  rapidly  during  August  of  1914,  prices  began 
to  decline  in  September  and  continued  downward  in  October. 
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The  movement  of  prices  in  1914  and  1915  was  very  different  for  different 
commodities.  Among  the  farm  products,  wheat  was  the  outstanding  one  to  have 
its  price  increased.  Six  months  after  the  outbreak  of  the  World  War,  prices  had 
increased  by  about  50  percent.  Cotton  prices,  however,  moved  in  the  opposite 
direction.  Lack  of  European  buying,  together  with  the  harvesting  in  1914  of  the 
largest  cotton  crop  then  on  record,  demoralized  the  cotton  market  and  resulted 
in  cotton  prices  declining  within  six  months  to  about  one-half  the  level  they  had 
been  in  June. 

Most  other  farm  products  were  much  less  affected  during  the  first  two  years 
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of  the  World  War.    Although  other  grains  moved  somewhat  in  sympathy  with 

wheat,  they  did  not  rise  nearly  as  much.  Livestock  prices  rose  but  little  until 
after  1915.  Wool  prices,  while  not  showing  nearly  so  much  an  advance  as  wheat 
during  the  early  part  of  the  war,  nevertheless  advanced  materially.  The  price  of 
sugar  also  rose  rapidly  during  the  latter  part  of  1914  and  1915  as  the  result  of 

s|  western  European  countries  turning  to  Cuba  for  supplies  of  that  product  when 
the  supply  from  continental  Europe  was  cut  off. 

It  is  evident  that  in  1914  speculative  factors  caused  the  price  rise  to  be 
overdone.    Speculative  markets  are  subject  to  erratic  movements  as  a  result  of 

I  changes  in  the  opinions  of  traders,  and  inasmuch  as  price  increases  are  likely  to 
make  traders  optimistic,  any  unusual  rise  is  likely  to  be  carried  too  far.    In  any 

••  event,  although  speculative  markets  can  move  up  and  down   very  rapidly  as  a 

=  f  result  of  the  changing  opinions  of  speculators,  they  cannot  stay  up  or  down  over 

-;    a  long  period  of  time  unless  the   fundamental   supply   and   demand   conditions 

re  justify  such  a  change.  A  rise  in  the  price  of  a  commodity  can  be  sustained  over 
a  considerable  period  of  time  only  as  a  result  of  a  reduction  in  the  supply  or  of 

"  an  increase  in  the  ability  or  willingness  of  consumers  to  buy.  In  1914,  that  part 
of  the  rise  in  food  prices  which  was  sustained  was  apparently  due  in  considerable 
degree  to  conditions  quite  apart  from  the  war.  The  rise  in  food  prices  was  pri- 
marily in  wheat,  flour,  and  sugar  prices.    There  was  also  a  smaller  rise  in  the 

2  prices  of  meats  and  meat  animals.  The  rise  in  sugar  prices  was  probably  due 
almost  entirely  to  the  fact  that  the  war  cut  off  the  rest  of  the  world  from  one 
of  their  principal  sources  of  sugar — central  Europe — and  that  it  interfered  with 
the  shipment  of  sugar  from  far-off  Java.  Although  there  may  have  been  some 
increase  in  the  demand  for  wheat  as  a  result  of  the  war-time  conditions,  it  is 
nevertheless  significant  that  the  world  crop  of  1914  was  smaller  than  that  of 
either  1912  or  1913.  The  rise  in  meat  prices  may  also  be  attributed  to  small 
supplies,  for  the  inspected  slaughter  of  cattle  in  1914  was  the  smallest  since  1904, 
hog  slaughter  was  unusually  small,  and  the  slaughter  of  sheep  and  lambs  was 
smaller  than  in  1913,  which  in  turn  had  been  smaller  than  that  of  the  preceding 
year.  It  consequently  would  appear  that  the  war  itself  had  little  more  than  a 
temporary  effect  upon  food  prices  during  1914  and  1915. 

Since  the  beginning  of  the  present  war,  there  has  been  little  change  in  the  sup- 
ply prospects  for  most  agricultural  products,  and  there  is  thus  far  little  indication 
of  a  fundamental  increase  in  consumer  purchasing  power  or  in  the  demand  for 
agricultural  products  as  a  whole.  Although  there  is  some  prospect  that  the  rest 
of  the  world  may  be  cut  off  from  the  sugar  supplies  of  central  Europe,  these 
supplies  are  now  of  less  importance  in  the  world  sugar  trade  than  they  were  in 
1914,  and  there  appears  to  be  more  than  ample  capacity  in  the  cane  sugar  pro- 
ducing countries  to  supply  any  deficiency  in  the  supply  from  central  Europe.  The 
course  of  prices  of  a  number  of  important  Illinois  farm  products  are  discussed  in 
more  detail  in  separate  sections  below.  However,  any  marked  and  sustained 
advance  in  the  average  farm  product  prices  in  the  United  States  must  wait  upon 
increased  production  of  non-agricultural  goods  or  upon  the  adoption  of  measures 

r,  which  are  of  an  inflationary  character  in  the  United  States. 

The  sagging  of  the  average  level  of  prices  of  both  agricultural  and  industrial 

;"•■    products  during  1914  and  early  1915  was  in  a  large  measure  the  direct  result  of 

a  minor  business  depression  which  occurred  at  that  time.    Whether  we  have  a 

.similar  development  during  the  coming  year  will  depend  in  a  large  measure  upon 

...ikvhat  happens  to  business  activity.  Figure  3  shows,  in  its  upper  section,  the 
course  of  wholesale  prices  of  farm  products  compared  with  industrial  production 
in  the  years  1913  to  1916.  In  the  lower  section,  the  corresponding  data  are  shown 
for  1938  and  the  first  eight  months  of  1939.  It  will  be  noted  that  in  the  earlier 
period,   prices  of    farm  products  lagged   somewhat   behind   industrial   production. 

f  259  | 


120 

no 

100 
90 
80 


150 
140 
130 
120 

110 
100 
90 

120 
110 
100 
90 
80 


BUSINESS     ACTIVI 

TY     (NORMAL  =  100 

)                 ,. 

y^ 

1913 


1914 


1915 


1916 


1 
PRICES   (1910-  14  =  100) 

^_^X^_^ 

-i-                                       i 
BUSINESS     ACTIVITY     (NORMAL   =  100) 

1938  1939 

FIG.  3.     WHOLESALE     PRICES     OF    FARM    PRODUCTS     AND    BUSINESS    ACTIVITY 
1913    TO     1916     AND     1938     TO    DATE 


declining  later  and  rising  later  than  business  activity.  This  lag  is  typical  of  the 
relationship  between  business  activity  and  farm  product  prices  in  the  post-war 
period  also,  and  it  is  likely  that  during  the  next  year  and  a  half  the  level  ^\  farm 
producl  prices  will  be  very  largely  influenced  l>v  the  course  of  business  activity 
in  the  I  nited  Slates. 

\l  the  present  time,  reports  indicate  that  the  initial  effect  of  the  opening 
oi  hostilities  has  been  to  increase  orders  for  mam  industrial  products  and  it  will 
consequentl)    tend   to  bring  on  al   least   a  temporary   increase  of  industrial  output. 

I  260  1 


The  extent  to  which  such  an  increase  will  be  sustained  will  depend  upon  a  number 
of  factors. 

The  current  war  has  begun  when  the  United  States  has  a  background  of  a 
long  period  of  depression  and  of  a  short  period  of  recover)  immediately  pre- 
ceding. When  war  started  a  quarter  of  a  centur)  ago,  on  the  other  hand,  though 
the  United  States  had  a  background  of  prosperity  during  1912  and  early  1913,  a 
recession  in  business  activity  was  well  under  way  and  the  financial  markets  were 
further  disorganized  by  the  war.  The  current  situation  provides  a  much  better 
opportunity  for  the  changes  in  war-time  demands  to  improve  rather  than  worsen 
business  conditions  in  the  United  States.  The  hnancial  situation  is  now  strong 
ami,  furthermore,  there  is  good  prospect  for  advancing  business  activity  in  the 
coming  months  even  without  any  stimulus  of  war-time  demands. 

One  of  the  most  important  differences  in  the  present  situation  from  that  of 
25  years  ago  is  the  fact  that  in  recent  years  business  recovery  has  been  greatly 
hampered  by  very  low  prices  of  agricultural,  as  compared  with  industrial 
products,  and  by  an  abnormally  high  level  of  wage  rates  relative  to  commodity 
prices.  A  quarter  of  a  century  ago  the  situation  was  almost  the  opposite.  If  the 
war-time  conditions — including  the  demands  of  European  nations  and  the  limita- 
tions placed  by  our  own  government  upon  our  supplying  them  should  result 
in  an  increased  foreign  demand  for  agricultural  products,  this  could  well  give 
additional  stimulus  to  industrial  recovery  because  of  the  improvement  in  the 
demand  of  domestic  agriculture  for  industrial  products. 

Under  our  present  neutrality  law,  France  and  Germany  w  ill  probably  with- 
draw much  man  power  from  agricultural  work  because  they  will  have  to  manu- 
facture most  of  their  own  munitions.  This  will  tend  to  increase  their  demand  for 
agricultural  products  and  other  industrial  raw  materials  from  abroad.  Any  such 
increase  in  demand  would  be  a  fundamental  factor  tending  to  raise  the  prices  of 
agricultural  products  in  the  United  States.  A  change  in  our  neutrality  law  per- 
mitting the  export  of  war  munitions  would  tend  to  favor  the  export  of  industrial 
manufactures  and  perhaps  reduce  somewhat  the  possible  improvement  in  prices 
:  of  agricultural  products. 

It  is  to  be  borne  in  mind,  however,  that  the  ability  of  France  and  England  to 
finance  imports  is  probably  much  less  than  it  was  in  1914  because  of  their  smaller 
holdings  of  readily  saleable  international  securities  and  gold.  This  will  tend 
to  limit  the  effect  of  their  buying  operations  in  either  raising  prices  or  increasing 
industrial  production  in  the  United  States.  No  such  price  inflation  as  occurred 
in  the  period  1917  to  1920  seems  possible  unless  the  war  should  be  prolonged 
and  much  of  the  financing  of  the  war  should  be  done  in  the  United  States  either 
by  private  parties  or  by  our  government. 

All  in  all,  it  now  appears  most  likely  that  if  the  war  should  continue  for  a 
year  or  more  prices  of  farm  products  in  the  United  States  will,  on  the  whole, 
strengthen  somewhat  in  the  next  year  instead  of  sagging  as  they  did  a  quarter 
of  a  century  ago.  Some  of  the  speculative  commodities,  however,  have  probably 
•.already  reached  higher  levels  than  they  are  likely  to  maintain.  Nevertheless,  it 
must  be  borne  in  mind  that  movements  during  the  coming  year  are  much  more 
subject  to  direct  control  by  government  agencies  than  was  the  case  during  the 
first  year  of  the  World  War.  \:    f    Working 

PRICE  MOVEMENTS  OF  SELECTED  FARM  PRODUCTS  IN  1914  AND  1939 
The  outbreak  of  the  current  war  has  materially  affected  the  course  of  prices 
I  many  agricultural  products.    Just  what  the  future  effect  will  be  is,  of  course, 
lighly  uncertain,  but  it  is  instructive  to  compare  the  daily  price  changes  which 

ive   occurred   in    important    agricultural    products    thus    far    with    those    which 
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occurred  immediately  following  the  beginning  of  hostilities  25  years  ago.  There 
have  been  some  striking  similarities  in  the  day-to-day  price  movements  and  also 
some  important  differences.    As  time  passes,  of  course,  the  different  backgrounds 

of  the  two  situations  are  likely  to  become  more  and  more  apparent  and  the 
similarities  less  close.  Nevertheless,  a  day-to-day  comparison  of  price  movements 
will  be  helpful  to  many   farmers  who  must  decide  when   to  market  their  crops. 

In  I'M 4  England  declared  that  a  state  of  war  existed  with  Germany  one 
month,  lacking  one  day,   earlier  than  in    1939.    This  comparable   timing  of   the 

inning  of  the  World  War  and  the  present  conflict  facilitates  a  comparison  of 
the  behavior  of  prices  for  the  two  periods.  In  observing  the  charts  below,  the 
August,  \(>\4,  data  should  he  compared  to  the  September,  1939,  data,  et  cetera. 

Wheat.  It  will  he  observed  in  Figure  4  that  the  cash  price  of  No.  2  ReJ 
wheat  on  the  Chicago  market  skyrocketed  in  August,  1914,  the  month  England 
declared  war.  Prior  to  August,  i.  e.  in  June  and  July,  the  price  of  wheat  had  a 
sinking  spell.  The  range  in  price  for  August  was  30  cents.  The  price  had  risen 
from  a  low  of  S.85'4  August  3,  to  $.97^  August  10,  then  receded  to  $.901/4 
August  15  and  rose  to  $1.16  August  27.  (See  Figure  5).  The  highest  price  in 
September,  1914,  the  second  month  of  the  war,  was  $1. 231/2.  This  occurred  on 
September  5.  The  lowest  price  in  September  was  $1.03i4  and  that  occurred  on 
the  last  day  of  the  month.  There  was  a  slow  but  steady  recovery  from  $1.02  on 
(  October  2  to  $1.16i/2  on  October  23,  followed  by  very  minor  fluctuations  during 
die  rest  of  the  month.  Wheat  prices  were  steady  in  November,  fluctuating 
between  Sl.ll'x  and  $1.1624.  Early  in  December  prices  began  to  climb  and 
continued  upward  through  the  first  week  in  February,  1915. 
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FIG    4     MONTHLY     RANGE    OF    CASH    PRICES    OF    NO.    2     RED    WHEAT    AND 
CONTRACT    GRADE    OF     CORN    AT    CHICAGO.   1914-  1921. 


\    new    high    price    ($1.68)    was    reached    on    February    5.    1915    and    was    not 
hed   again    for  20  months.    The   maximum   price    for   No.  2  Red    Wheat  at 
Chicago    ($3.45)    was   reached    May    11,    1917,   upon    the   entrance   of   the    I 'nit 
States    into    the    war.     The    price    then    receded    and    was    fixed    by    governmen 
regulation  al  $2.17  for  9  months,  then  permitted  to  rise  to  §2.2S-$2.2?  until  t 
war  was  over.      There   was  another  big  bulge  in   prices  to  $2.78]  j    in    May,    I'd" 
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and  another  to  $3.15  in  May,  1920.    After  that  came  Liu-  deluge  which  brought 
cash  wheat  prices  back  to  $1.00  in  August,  1922. 

There  are  some  pertinent  facts  worth  observing  in  comparing  1914  and  1939. 
World  production  of  wheat  in  1913  was  15  percent  greater  than  the  1909-13 
average.  World  production  of  wheat  in  1938  was  also  very  large  relative  to 
recent  years.  World  production  of  wheat  in  1914  and  1939  were  both  lower 
than  the  pre-war  year,  but  about  equal  to  the  average  for  recent  years.  The 
1,200,000,000  bushels  of  wheat  on  hand,  July  1,  1939,  was  excessive  compared 
to  recent  experience  and,  when  combined  with  a  normal  crop  this  year,  affords 
ample  wheat  for  this  year  and  will  help  prevent  any  serious  shortage  of  supplies 
which  might  result  from  a  short  crop  in  1940. 


100 
AUG..  1914 


AUG  .  1914 
SEPT.  1939 


WHEAT 

(DEC.    OPTION) 

-I   I   ,- ,-M 


CORN 

(DEC      OPTION)  ,   I 

-l-'i  '  ii ri'  I.  ■-"  — 


I   1,1     •   I 

OATS  ,  ,    , 

(  DEC      OPTION  )  " — JT  ' 


"•'I',      • 


WHEAT 
I  (DEC-      OPTION) 


-I   I   I- 


CORN- 


,         (dec.  option) 
V    ii'i,'    ' 


OATS 

I      /DEC      OPTION) 

— ir"    '"--' 


AUGUST    1914  SEPT    1914 

SEPT    1939  OCT     1939 

FIG    5     DAILY    RANGE    OF    DECEMBER    FUTURES  IN    WHEAT.  CORN.    AND    OATS,   AUGUST 
AND    SEPTEMBER.    1914,    AND     SEPTEMBER,    1939. 


Corn.  In  August,  1914,  the  cash  price  of  corn  averaged  about  $.08  a  bushel 
higher  than  in  July.  August  was  the  peak  month.  Thereafter,  the  price  trend  for 
cash  corn  was  downward  through  December,  1914.  (See  Figures  4  and  5). 
There  was  a  substantial  recovery  in  January,  1915  that  carried  through  August, 
1915.  The  very  large  crop  of  1915  doubtless  had  something  to  do  with  the 
collapse  of  prices  in  September  and  October,  1915,  after  which  corn  prices  tended 
to  increase  to  August,  1917.  The  top  price  in  August,  1914,  was  not  reached  again 
for  2  years,  i.  e.  until  August,  1916.  Production  of  corn  in  the  United  States  in 
1914  was  just  slightly  under  the  1909-13  average.  The  quantity  of  corn  on  farms 
March  1,  1914,  was  substantially  less  than  the  1909-1913  average.  There  was  no 
surplus  problem  at  that  time. 

As  with  wheat,  there  was  a  minor  reaction  from  the  first  week's  bulge  in  corn 
prices  in  August,  1914,  followed  by  minor  fluctuations  in  cash  prices  and  an 
upward  tendency  in  the  December' futures  into  the  first  week  of  September. 
Thereafter  a  decline  in  corn  prices  lasted  until  January,  I'd  5. 

Oats.  In  general,  the  price  of  oats  showed  more  strength  during  the  first 
month  of  the  World  War  than  did  the  price  of  corn.  Cash  oats  at  Chicago  rose 
from  $.331/2  on  August  3  to  $.42i4  on  August  8,  but  unlike  corn,  there  was  only 
a  very  small  decline  and  this  was  followed  by  a  resumption  of  the  upward  trend 
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throughout  the  last  half  of  the  month.  As  with  corn,  however,  the  top  price  of 
cash  oats  ($.51 1/^)  was  reached  the  first  week  of  September  and  this  was  fol- 
lowed by  a  downward  tendency  throughout  the  rest  of  the  month.  The  low  point 
of  this  decline  was  reached  October  1  at  $.44^4.  Thereafter  the  price  fluctuated 
between  $.45  and  $.50  through  October,  November,  and  December,  1914. 

Hogs.  The  price  of  hogs  advanced  sharply  during  the  first  10  days  of 
August,  1914.  The  top  price  rose  from  $8.80  a  cwt.  on  August  4,  to  $10.20  on 
August  10.  (See  Figure  6).  The  August  10  price  was  the  high  for  the  entire 
year.  The  top  price  dropped  back  to  $9.40  in  two  days  and  showed  an  irregular 
declining  tendency  the  rest  of  the  year.  The  high  on  August  31,  1914,  was 
$9.55;  on  September  30  it  was  $9.10;  on  October  31.  $7.65;  on  November  30. 
$7.75  ;  and  on  December  31.  it  was  $7.35. 

The  top  price  of  hogs  at  Chicago  in  1915  was  $9.00.  That  occurred  in  October, 
1915,  but  was  $1.20  under  the  price  on  August  4,  1914.  From  a  low  beginning 
the  price  rose  substantially  in  the  first  few  months  of  1915  and  continued  to  show 
strength  throughout  the  year.  In  1917,  the  price  of  hogs  spurted  upward  again, 
reaching  $20  on  August  21.  This  price  was  not  reached  again  until  August, 
1918.  Twenty-dollar  hogs  were  the  rule  rather  than  the  exception  from  April 
through  August,  1919.  The  highest  price  for  the  entire  period  was  $23.60.  This 
occurred  on  July  31.  1919  during  the  post-war  boom. 
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Lard.  The  cash  wholesale  price  of  lard  advanced  sharply  at  Chicago  to 
$10.10  a  cwt.  on  August  10,  1914,  from  $8.60  on  August  3.  On  August  11,  the 
price  was  $9.33i/i  and  stayed  steady  for  six  days.  On  August  19,  lard  was  again 
above  $10.00  a  cwt.  and  remained  above  $10.00  until  September  8.  i  See  Figure 
6).  The  low  for  September  was  $9.10  and  the  close,  September  30.  was  $9.65| 
The  close  October  30  was  $10.75  ;  $10.05  on  November  30;  and  $10.50  on  Decern 
her  31,  1914.  The  price  of  lard  held  stronger  than  the  price  of  hogs  during  tin- 
first  two  months  after  war  was  declared  in  1914. 

The  first  $12.00  lard,  using  Chicago  wholesale  cash  prices,  occurred  in  April, 
1916.    Prices  then  rose  rapidly  to  $17.45  in  November.  1916,  and  to  $28.20  in 
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November,  1917.    This  was  the  highest  cash  quotation  for  the  war  period.    The 

top  prices  fluctuated  around  $25.00  to  $27.00  during  1918. 

Exports  of  lard  declined  during  the  early  months  of  the  World  War,  but 

other  pork  products  were  exported   in  increasingly  large  quantities  after   1915, 

particularly  to  France  and  Great  Britain.  ,  ■    ,     T „  „ 

r  -  ( i.  L.  Jordax 

PROSPECTS  FOR  SOYBEAN  PRICES 

In  mid-August,  new  crop  soybean  futures  were  averaging  about  66  cents  per 
bushel  and  on  September  8,  December  futures  closed  at  89^  cents.  The  rise  was 
the  result,  primarily  at  least,  of  the  burst  of  speculative  activity  common  to  all 
speculative  markets  following  the  outbreak  of  the  European  war.  Part  of  the 
price  gains  have  already  been  lost,  December  futures  closing  at  81 -\s  cents  on 
September  18.  Although  some  further  recession  is  expected,  it  does  not  now  seem 
likely  that  during  the  next  few  months  prices  will  fall  as  low  as  the  levels 
prevailing  in  mid-August. 

There  has  been  a  general  downward  tendency  in  the  price  of  soybeans  since 
May,  1937.    Both  meal  and  oil  prices  have  declined  greatly  in  the  past  two  vears, 
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and  the  value  of  soybeans  depends  upon  the  value  of  these  products  and  the 
margin  taken  by  processors.  Figure  7  shows  the  United  States  farm  price  of 
soybeans  compared  with  the  value  of  the  oil  and  meal  obtained  from  an  average 
bushel  of  soybeans. 

A  record  crop  of  soybeans  will  be  harvested  this  year.  The  Crop  Reporting 
Hoard  has  forecast  a  production  of  71  million  bushels  in  four  states,  and  this 
indicates  that  the  production  for  the  entire  country  will  be  close  to  80  million 
bushels,  compared  with  the  previous  record  established  last  year  of  approximately 
60  million  bushels.  The  increased  production,  however,  will  not  greatly  affect 
prices  of  soybeans  during  the  coming  year.  There  is  apparently  sufficient  crushing 
capacity  to  handle  the  entire  crop  and  the  increase  in  the  soybean  supply  will  have 
relatively  little  effect  on  the  total  supply  of  edible  fats  and  oils  available  in  the 
United  States.  Cottonseed  oil,  lard,  and  butter  make  up  the  great  bulk  of  the 
edible  fat  and  oil  supplies  of  the  United  States,  and  soybean  oil  prices  will  depend 
very  largely  upon  the  total  supplies  of  edible  fats  and  oils  and  upon  conditions 
of  demand.  Similarly,  since  soybean  meal  is  competitive  with  cottonseed  and 
linseed  oil  meals,  its  price  will  depend  largely  upon  the  same  factors  that  affect 
these  oil  meal  prices. 

Among  the  factors  responsible  for  the  decline  of  oil  prices  in  the  past  two 
years  are  the  increasing  production  of  cottonseed  oil,  lard,  and  to  a  lesser  extent, 
soybean  oil.  Increased  production  of  vegetable  oils  in  foreign  countries  in  recent 
years  has  also  been  a  factor,  and  during  the  latter  part  of  1937  and  the  early  part 
of  1938  the  declining  level  of  business  activity  in  the  United  States  contributed 
to  the  fall  in  prices  of  these  edible  oils.  In  the  calendar  year  1938,  the  total  pro- 
duction of  all  fats  and  oils  in  the  United  States  exceeded  that  of  every  previous 
year,  except  1929 — a  year  in  which  there  were  very  large  increases  in  stocks 
and  only  small  net  imports.  Indications  are  that  both  production  and  net  imports 
during  1939  will  be  larger  than  in  1929. 

Although  the  large  production  of  the  edible  fats  and  oils  has  been  a  depressing 
factor  and  there  may  be  some  further  increase  in  production  during  the  coining 
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year,  it  seems  likely  that  soybean  and  cottonseed  oil  prices  during'  the  next  few- 
months  will  average  above  the  levels  which  prevailed  during  August,  when  crude 
soybean  oil  at  midwestern  mills  averaged  only  4.2  cents  and  crude  cottonseed  oil 
at  southeastern  mills  averaged  4.5  cents  per  pound.  Business  activity  has  im- 
proved materially  in  the  past  three  months  and  present  prospects  are  for  a  further 
advance.  If  this  should  occur,  it  will  mean  an  improvement  in  the  demand  for  the 
edible  oils.  Furthermore,  the  speculative  activity  brought  on  by  the  outbreak  of 
the  war  in  Europe  has  given  an  initial  impetus  to  price  improvement. 

What  the  effect  of  the  war  will  be  on  soybean  prices  is  uncertain.  We  cannot 
obtain  any  direct  evidence  by  noting  the  course  of  soybean  prices  during  1914 
and  1915.  Twenty-five  years  ago  but  few  soybeans  were  grown  in  the  United 
States  and  what  beans  were  sold  were  for  seed  purposes.  Judgment  must 
consequently  be  based  upon  prices  of  products  which  are  competitive  with  soybean 
products. 

The  course  of  prices  of  cottonseed  oil  and  cottonseed  meal  during  the  early 
part  of  the  World  War  is  shown  graphically  by  Figure  8.  It  will  be  noted  that 
a  considerable  decline  in  the  prices  of  both  these  products  followed  the  beginning 
of  the  war.  This  decline,  however,  may  be  attributed  partly  to  the  bumper  crop 
of  cottonseed  which  was  harvested  in  that  year.  This  unusually  large  supply  was 
in  itself  enough  to  cause  a  price  decline,  but  there  was  also  a  reduction  in  demand 
due  to  the  severe  decline  of  business  activity.  These  factors,  together  with  the 
cutting  off  of  the  central  European  market  for  fats  and  oils,  caused  cottonseed 
oil  and  meal  prices  to  fall  in  1914.  However,  United  States  exports  of  both 
cottonseed  oil  and  cottonseed  cake  and  meal  in  1914-15  were  well  up  to  the 
average  of  the  pre-war  years. 

In  recent  years  the  United  States  has  become  a  net  importer  of  cottonseed 
oil,  and  exports  of  cottonseed  meal  are  far  smaller  than  they  were  during  the 
pre- World  War  period.  Consequently,  the  present  European  war  will  not  so 
directly  affect  the  demand  for  cottonseed  products  of  the  United  States  as  the 
World  War  did  in  1914.  However,  Germany  has  been  a  very  important  market 
for  soybeans  and  other  vegetable  oil  materials.  War  may  well  weaken  the  inter- 
national market  for  these  commodities.  It  is  not  to  be  expected  that  the  current 
war  will  bring  a  material  and  sustained  improvement  in  soybean  prices  unless 
it  causes  a  sustained  rise  of  commodity  prices  in  general. 

E.  J.  Working  and  G.  L.  Jordan 


Footnotes   for  the  following  page: 

'""The  first  source  is  for  annual  data;  the  second  is  for  current  data  from  which  tables  may  be  brought 
to  date. 

'Survey  of  Current  Business,  1936  supplement,  U.S.  Dept.  of  Commerce;  subsequent  monthly  issues. 
'Same  as  footnote  1.  Illinois  Crop  and  Livestock  Statistics,  Circular  438  (1937);  monthly  mimeographs  of 
Statistical  Tables  for  Illinois  Crop  Report,  converted  from  1910-14  =  100  to  1924-29  =  100  by  multiplying 
by  .7151.  Agricultural  Situation,  Bureau  of  Agricultural  Economics,  U.S.D.A.;  Agricultural  Situation, 
:onverted  from  1910-14  =  100  to  1924-29  =  100  by  multiplying  by  .6486.  'Calculated  from  data  furnished 
by  Bureau  of  Agricultural  Economics;  Survey  of  Current  Business,  seasonally  adjusted.  "Calculated  by 
Department  of  Agricultural  Economics,  University  of  Illinois,  seasonally  adjusted.  Data  from  Farm  Income, 
Bureau  of  Agricultural  Economics;  B.A.E.  monthly  mimeograph.  Receipts  from  Sale  of  Principal  Farm 
Products  (government  payments  not  included).  'Obtained  by  dividing  Index  of  Illinois  Farm  Income 
fcolumn  6)  by  Index  of  Prices  Paid  by  Farmers  (column  4).  "Monthly  Indexes  of  Non-Agricultural  and 
Vational    Income,    Supplement,   August,    1937,    B.A.E. ;    Price   and    Demand    Situation,    or    Agricultural    Situa- 

ion.     "Survey    of    Current    Business,    1938    Revision;    subsequent    monthly    issues,    unadjusted    for    seasonal 

variation.     '"Federal    Reserve    Bulletin   of   Federal    Reserve    Hoard,    September,    1933    and    subsequent    issues; 

Survey    of    Current    Business,    seasonally    adjusted.     "Preliminary    estimate.     1=Tllinois    Crop    and    Livestock 

Statistics,  Cir.  438;   Monthly  price  releases,   State  Agricultural   Statistician. 
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1ABLE   A.— INDEXES   OF    UNITED    STATES    AGRICULTURAL    AND    BUSINESS    CONDITIONS 


Commodity  prices 

Income  from  farm  marketings 

Non- 
agricul- 
tural 
income8 

Factory 
payrolls* 

Wholesale  prices 

Illinois 
farm 
prices3 

Prices 
paid  by 
farmers4 

U.S. 

In 

money6 

Illinois 

Indus- 
trial 
produc- 
tion1" 

month 

All  com- 
modities1 

Farm 
products2 

In 
money* 

In  pur- 
chasing 
power7 

Base  period 

1929 

1926 
95 
86 
73 
65 
66 
75 
80 
81 
86 
79 

78 
78 
78 
78 
77 
77 
77 
77 
76 
76 
76 
75 
75 

1926 
105 

88 

65 

48 

51 

65 

79 

81 

86 

69 

67 
68 
67 
68 
68 
67 
67 
66 
64 
64 
62 
63 
61" 

1924-29 
104 
89 
62 
41 
45 
61 
82 
86 
96 
69 

66 
69 
64 
66 
66 
66 
66 
66 
64 
65 
62 
61 
58" 

1924-29 
99 
94 
80 
69 
71 
80 
81 
80 
84 
80 

79 
78 
78 
78 
78 
78 
78 
78 
78 
78 
78 
78 
77 

1924-29 
103 
83 
58 
43 
49 
57 
64 
75 
81 
70 

72 
73 
68 
70 
68 
68 
60 
64 
64 
65 
60 
62 

1924-29 
103 
87 
58 
43 
51 
55 
65 
82 
86 
81 

77 
73 
73 
90 
80 
99 
82 
103 
75 
82 
72 
67 

1924-29 
104 

93 

72 

62 

72 

69 

80 
102 
102 
101 

97 

94 

94 
116 
103 
127 
105 
132 

96 
105 

92 

91 

1924-29 
108 
101 

86 

68 

64 

73 

78 

88 

96 

90 

89 
90 
90 
92 
95 
92 
92 
92 
90 
91 
93 
93 

1923-25 
110 

89 

68 

47 

50 

64 

74 

86 
102 

78 

77 
81 
84 
84 
87 
83 
85 
87 
85 
84 
86 
71 

1923-25 
119 

1930 

96 

1931 

81 

1932 

64 

1933 

76 

1934 

79 

1935 

1936 

90 
105 

1937 

no 

1938 

86 

88 

Sept 

90 

Oct 

96 

103 

Dec 

104 

1939  Jan 

101 

Feb 

98 

Mar 

Apr 

May 

98 

92 
92 
98 

July 

August 

10211 

Table  B. — Prices  of  Illinois  Farm  Products" 


Product 


Calendar  year  average 


1924-29 

1937 

$   .81 

$   .94 

.42 

.39 

1.30 

1.10 

.66 

.84 

1.94 

1.20 

9.97 

10.11 

8.57 

8.93 

12.22 

9.58 

78.00 

61.00 

11.27 

9.43 

6.52 

4.09 

.42 

.32 

2.32 

1.92 

.30 

.20 

.21 

.16 

.36 

.32 

1.59 

1.18 

13.38 

12.41 

1.39 

1.12 

1938 


August 

C 

Current  montl 

is 

1938 

June 

July 

August 

$    .44 

$    .44 

$    .41 

$   .38 

.18 

.29 

.24 

.24 

.54 

.66 

.58 

.57 

.40 

.41 

.37 

.36 

.70 

.80 

.70 

.60 

8.00 

6.10 

6.40 

5.50 

8.10 

7.90 

7.80 

7.70 

7.50 

8.10 

8.00 

7.60 

60.00 

64.00 

63.00 

60.00 

8.70 

8.40 

8.60 

8.70 

3.10 

3.40 

3.10 

2.80 

.23 

.21 

.20 

.25 

1.55 

1.40 

1.40 

1.40 

.17 

.12 

.13 

.13 

.14 

.13 

.14 

.13 

.20 

.24 

.24 

.24 

.90 

1.35 

.75 

.65 

5.90 

5.70 

5.70 

5.40 

.55 

.90 

.80 

.75 

Corn,  bu 

Oats,  bu 

Wheat,  bu 

Barley,  bu 

Soybeans,  bu. . . 

Hogs,  cwt 

Beef  cattle,  cwt. 
Lambs,  cwt. .  .  . 
Milk  cows,  head 
Veal  calves,  cwt. 

Sheep,  cwt 

Butterfat,  lb. .  . 

Milk,  cwt 

Eggs,  doz 

Chickens,  lb 

Wool,  lb 

Apples,  bu 

Hay,  ton 

Potatoes,  bu. . . . 


$   .45 

.24 

.68 

.53 

.75 

8.06 

7.68 

7.76 

60.00 

8.89 

3.36 

.25 

1.66 

.19 

.15 

.21 

.95 

7.65 

.73 


1  12For   sources  of  data   in  tables   see   previous  page. 
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THE  CORN  PRICE  SITUATION 

An  analysis  of  this  year's  corn  situation  indicates  that  corn  prices  from  now 
until  May  are  likely  to  average  somewhat  higher  than  in  the  corresponding  period 
of  last  year  when  No.  3  yellow  at  Chicago  averaged  49  cents  per  bushel.  There 
are,  however,  a  number  of  uncertain  factors  which  will  be  of  prime  importance 
in  affecting  both  the  average  level  and  the  course  of  prices  during  the  next  seven 
months.    Developments  concerning  these  factors  need  to  be  watched  carefully  in 
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Fig.  1.    Corn  Prices:    No.  3  Yellow  at  Chicago,  Weekly 


appraising  price  prospects.  The  movement  of  prices  after  May  of  1940  will  depend 
largely  upon  what  are  then  the  prospects  for  the  1940  crop  and  upon  government 
measures  designed  to  control  the  corn  situation. 

In  the  period  November  to  May  of  the  1938-39  season,  No.  3  yellow  corn 
at  Chicago  averaged  49.1  cents  per  bushel.  In  the  absence  of  government  control, 
fundamental  supply  and  demand  conditions  would  indicate  a  slightly  higher  price 
during  the  corresponding  months  of  1939-40.  Although  the  supply  of  corn  for 
the  current  year  (3,093  million  bushels)  is  about  six  percent  larger  than  last  year, 
and  the  supply  of  all  feed  grains  combined  nearly  four  percent  larger,  supplies  of 
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com  per  animal  unit  arc  hut  little  different  from  either  1937  or  1938  and  total 
supplies  of  feed  grains  per  animal  unit  are  somewhat  smaller  than  in  either  of 
those  years.  Business  activity  and  hence  general  demand  conditions  promise  to 
average  better  in  1939-40  than  in  1938-39. 

Figure  1  shows  the  weekly  course  of  Xo.  3  yellow  corn  at  Chicago  during  the 
1938-39  crop  year.  It  will  be  noted  that  the  Chicago  price  was  well  below  the 
loan  rate  of  ?7  cents  throughout  the  entire  year  except  during  September  when 
there  was  a  "boom"  of  speculative  commodity  prices.  The  fact  that  market  prices 
were  well  below  the  loan  rate  resulted  from  a  fairly  large  proportion  of  the  1938 
corn  crop  in  important  cash  grain  areas  being  ineligible  for  sealing.  This  year 
there  is  a  much  larger  proportion  of  the  corn  eligible  for  loans.  In  consequence, 
it  is  likely  that  more  corn  will  be  sealed  this  year  than  last  and  that  fewer  farmers 
will  market  new  corn  at  prices  below  the  returns  which  can  be  had  from 
government  loans. 

During  August,  it  was  announced  that  the  government  would  keep  off  the 
market  the  entire  amount  of  corn  then  under  seal  (257  million  bushels)  until  it 
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FIG.  2     SEASONAL     VARIATION    IN     PRICES     OF    NO.  3    YELLOW 
CORN    AT    CHICAGO,    1908-09    TO    1912-13    AND    1914—15. 


was  needed  by  livestock  producers  or  until  prices  advance  sufficiently  to  justify 
the  release.  Since  total  stocks  of  old  corn  as  of  October  1  have  been  estimated 
at  561  million  bushels,  it  would  appear  that  there  are  over  300  million  bushels 
of  1938  coin  which  were  carried  over  and  are  not  under  government  control. 
Most  of  the  300  million  bushel  carryover  not  under  government  loan  is  prob- 
ably in  the  hands  of  those  who  expect  to  \vcd  it  during  the  coming  year  and  td 
replace  it  1>\  new  crop  corn  under  government  loan.  If  such  is  the  case,  there  may 
be  onl)  \it\  small  quantities  of  corn  available  in  market  channels  at  less  than  the 
loan  value.  Altogether,  it  seems  most  likely  that  while  Chicago  prices  ma} 
below  the  loan  prices  during  much  of  the  l(>39-40  season,  they  will  at  times 
rise  to.  or  even  somewhat  above,  the  loan  rale.  1 'resent  indications  are  that  the 
loan  rate  for  1939-40  may  be  about  <>\  cents  per  bushel. 
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Seasonal  variation.  Prospects  for  the  movement  of  corn  prices  during  the 
season  are  much  less  clear  than  prospects  for  the  season  average  price.  One  of  the 
uncertainties  is  the  effect  of  the  war. 

The  seasonal  variations  in  the  price  of  No.  3  yellow  corn  at  Chicago  for  the 
pre- World  War  period  and  for  the  first  full  year  of  the  World  War  are  indicated 
in  Fig.  2.  The  solid  line  indicates  the  typical  seasonal  variation  and  the  dotted 
line  the  course  of  prices  in  the  first  war  year.  Although  both  lines  rise  substan- 
tially from  December  to  the  following  August,  a  more  rapid  rise  is  shown  in 
January  and  February,  1915,  and  a  more  rapid  decline  in  September  and  (  >ctober, 
1915,  than  in  the  corresponding  months  of  the  pre-war  period.  The  rapidly  rising 
wheat  prices  in  January  and  February,  1915,  probably  facilitated  the  rising  corn 
prices  in  the  same  months.  On  the  other  hand,  a  bumper  crop  of  corn  was  raised 
in  1915  and  that  doubtless  contributed  to  the  relatively  large  decline  in  September 
and  October,  1915. 

For  the  year  1914-15  as  a  whole  the  War  probably  had  no  significant  influ- 
ence upon  the  level  of  corn  prices  except  as  it  affected  business  activity.  The 
rapidly  improving  business  conditions  and  increasing  hog  numbers  exerted  a 
sustaining  influence  on  corn  prices  throughout  the  season.  Without  this  support 
the  bumper  corn  crop  of  1915  would  have  depressed  corn  prices  further  in  the 
latter  part  of  the  season. 

In  the  absence  of  a  loan  program  it  seems  likely  that  the  increasing  hog 
numbers  and  improving  business  activity  would  this  season  result  in  more  than 
a  normal  seasonal  rise  in  corn  prices  from  December  to  May.  (See  Illinois  Farm 
Economics,  Nos.  30  and  31).  This  year's  loan  program,  like  that  of  1938-39, 
is  likely  to  modify  materially  the  seasonal  movement  by  maintaining  early-season 
prices  at  higher  levels  than  they  would  otherwise  be.  The  higher  early-season 
prices  afforded  by  the  loan  program  also  tend  to  reduce  feeding  and  increase 
carryover,  and  consequently  limit  the  extent  of  the  rise  in  the  latter  part  of  the 
season. 

While  it  is  not  to  be  expected  that  the  seasonal  movement  of  prices  in  1939-40 
will  duplicate  that  of  last  year,  prices  at  some  time  during  the  early  part  of 
the  season  may  rise  about  as  high  as  at  any  time  during  the  crop  year.  Those  who 
have  corn  to  sell  and  are  eligible  for  loans  would  probably  do  well  to  seal  their 
corn  and  sell  it  only  in  case  market  prices  rise  to  a  point  where  it  can  be  sold  for 
more  than  the  loan.  On  the  other  hand  those  who  must  sell  corn  which  is  not 
eligible  for  a  government  loan  should  not  count  on  a  normal  seasonal  movement 
If  prices.  E.  T-  Working  and  G.  L.  Tordan 


FACTORS  AFFECTING  THE  APPLE  SITUATION 

Apple  prices  in  September  and  October  were  extremely  low.  Prospects  for 
the  remainder  of  the  1939-40  apple  marketing  year  are  rather  gloomy  in  view 
of  large  crops  of  apples  and  oranges  and  a  likely  decrease  in  exports  because  of 
the  European  war.  Offsetting  this  is  the  improved  domestic  demand  brought  about 
by  a  moderate  improvement  in  industrial  activity. 

Factors  contributing  to  low  apple  prices  this  fall  are:  (1)  Early  maturity  of 
fruit  and  consequent  large  supplies  thrown  on  markets  earl}-  in  the  season ; 
(2)  Prospects  for  a  large  commercial  crop  and  unusually  large  crops  of  fall 
varieties;  (3)  Decline  in  exports  and  uncertain  future  of  export  business  on 
account  of  the  European  war;  (4)  Lack  of  any  speculative  demand  since  storage 
deals  have  been  consistently  disappointing  to  handlers  in  recent  years,  and 
(  5)  Prospects  for  a  large  citrus  crop. 

An  appraisal  of  the  more  important  price  determining  factors,  namely,  supply 
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of  apples  and  competing  fruits,  and  domestic  and  foreign  demand,  are  necessary 
to  gain  a  clear  picture  of  the  present  apple  situation. 

The  United  States  Department  of  Agriculture,  on  the  basis  of  September  1 
condition,  reports  a  1939  commercial  apple  crop  of  103  million  bushels  (Table  \). 
Tins  is  25  percent  more  than  the  1938  commercial  crop  of  82  million  bushels  and 
7  percent  more  than  the  L0  year  (1928-1937)  average  of  96  million  bushels.  The 
193W  prospective  crop  in  the  western  states  is  10  percent  less  than  the  1938  crop. 
but  crops  in  the  central  states  are  114  percent  and  in  the  eastern  states  31  percent 
larger  than  a  year  ago.  This  year's  crop  is  indicated  to  be  larger  than  the  1928- 
1937  average  in  all  regions  except  the  western  and  south  central. 

Table  1. — Apples:    Commercial  Production  by  Regions  and  in  Illinois 

Average  1928-1937.    Annual  1937-1938,  and  Indicated  1939" 


Regie  hi 

Average 
1928-1937 

1937 

1938 

Indicated 
1939 

1939  Increase  or  decrease  over — 

1938 

10  yr.  ave. 

North  Atlantic*' 

1,000  bu. 
24,119 
15,416 

39,535 

3,203 

15,954 
1 ,634 

17.588 

6.581 
32,767 

39,348 
96,471 

1.000  bu. 
29,787 
21,180 

50,967 

5,900 

26,398 
2,533 

28,931 

5,702 
30,133 

35,835 
115,733 

1,000  bu. 
21.091 
14.264 

35,355 

1,900 

11.245 
475 

11.720 

5,284 
30,036 

35,320 
82.395 

1.000  bu. 
29,510 
16,780 

46,290 

4.700 

23,710 
1,340 

25,050 

4,620 

2  7,300 

31,920 
103,260 

pet. 
40 
18 

31 

147 

111 
182 

114 

-14 
-   9 

-10 
25 

pet. 

22 

9 

17 

47 

North  Central11 

49 

-18 

42 

-4' 

Pacific  Coasts 

-20 
-19 

Total  UNITED  STATES  . . 

7 

"Commercial  is  that  part  of  the  crop  sold  or  to  be  sold  for  fresh  consumption.  ljMaine,  New  Hampshire.  VermontJ 
Massachusetts,  Rhode  Island,  Connecticut,  New  York,  New  Jersey,  Pennsylvania.  cDelaware,  Maryland,  Virginia] 
West  Virginia,  Nortli  Carolina,  Georgia.  dOhio,  Indiana,  Illinois,  Michigan,  Wisconsin,  Minnesota.  Iowa,  Missouri, 
Nebraska,  Kansas.  "Kentucky,  Tennessee,  Arkansas,  Oklahoma.  '  Montana,  Idaho,  Colorado,  New  Mexico,  Arizona. 
Utah.    (Washington,  Oregon,  California. 

Recent  large  crops  of  apples  were  produced  in  1937  and  1935.  This  year's 
crop  of  103  million  bushels  compares  with  116  million  bushels  produced  in  1937 
and  104  million  bushels  produced  in  1935. 

Although  the  size  of  the  1939  commercial  apple  crop  is  about  the  same  as 
that  of  1935,  this  does  not  mean  that  prices  and  price  trends  throughout  the  sea- 
son will  be  the  same.  Some  of  the  factors  affecting  price  are  much  different 
from  1935. 

It  is  very  likely  that  during  this  apple  marketing  year  we  will  have  the  first 
really  serious  competition  between  a  large  apple  crop  and  a  large  orange  crop] 
The  trend  in  orange  production  in  the  United  States  has  been  steadily  upward 


Tabli  2.-  -Production  of  Commercial  Crop   V.pples,  Oranges,  Grapefruit,  and  Pears 

in  the  U.  S.,  1932-1938,  \\i:  [ndk  vim.  Production  oi   Apples  and  Pears,  1939 


\  eai 

Commercial  apples 

Oranges 

Grapefruit 

Pears 

1932 

million  bushels 
90.0 

81  .9 

79.9 

1 03  7 

75.5 
115.7 

82  i 
103.2 

million  boxes 
51.5 
50.2 
5 1    i 
59.8 
56.7 
62.4 
83.2 

million  boxes 
15.1 
14.3 
21.4 
18.3 
30.4 
31.1 
13  ii 

million  bushels 
24.0 
23.5 
27.4 
25.3 
26.9 
29.5 
32.5 
30.3 

1933 

1934 

I93S 

19  16 

1937. 

19  |8 

1939. . 
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during  the  past  twenty  years  and,  on  a  basis  of  quantity  available  during  the 
apple  marketing  year,  reached  a  peak  of  83  million  boxes  in  1938  (Table  2). 
The  crop  of  oranges  sold  or  to  be  sold  during  the  present  apple  marketing  year 
is  expected  to  be  smaller  than  that  a  year  ago,  but  about  25  percent  more  than  in 
1935-36.  The  1939  grapefruit  and  pear  crops  are  smaller  than  in  1938  but 
larger  than  in  1935. 

Expansion  in  industrial  activity  and  the  higher  level  of  consumer  incomes 
now  accelerated  by  war  conditions  provide  a  basis  of  improved  domestic  demand 
for  farm  products.  The  index  of  non-agricultural  income  is  expected  to  average 
15  to  25  percent  higher  than  in  the  apple  marketing  year  of  1935-36. 

The  most  uncertain  factor  in  the  present  apple  situation  is  foreign  demand. 
It  is  reasonable  to  expect  that  exports  of  apples  to  Germany,  which  have  declined 
to  low  levels  of  recent  years,  will  be  eliminated,  as  was  the  case  in  the  first  year 
of  the  World  War  starting  in  1914. 

The  European  and  Canadian  apple  crops  are  rather  large  and  this  would  have 
reduced  United  States  exports  even  if  war  had  not  been  declared.  Exports  to  the 
United  Kingdom,  one  of  the  principal  foreign  outlets  for  American  apples,  may 
be  decreased  because  of  the  large  crops  in  England  and  Canada  and  because  of 
the  war.  Higher  ocean  rates,  war  risk  insurance,  import  quotas,  permits  issued 
by  warring  nations  and  early  establishment  of  rationing  schemes  may  have  an 
important  influence. 

It  is  estimated  that  the  total  supply  of  apples  for  domestic  consumption  as 
fresh  fruit  this  season  is  about  20  million  bushels  in  excess  of  the  maximum 
quantity  which,  in  the  past  few  years,  has  returned  a  price  to  growers  equal  to  the 
cost  of  production  (Table  3). 


Table  3. — Commercial  Apple  Crops,  Exports,  Domestic  Supply  and  Farm  Price,  1932-1939 


Year 

Commercial  apple  crop 

Exports 

Domestic  supply 

Farm  price 

1932 

90 
82 
80 

104 
76 

116 
82 

103 

million  bushels 
14 
12 
8 
12 
7 
11 
12 

76 
70 
72 
92 
69 
105 
70 

cents  per  bu. 
60 

1933 

1934 

78 
89 

1935 

72 

1936. .  .  . 

106 

937    .    . 

67 

1938 

193') 

84 

Under  these  circumstances  the  best  procedure  would  be  to:  (1)  use  low  cost 
marketing  methods;  (2)  divert  as  large  a  quantity  of  inferior  fruit  as  possible 
from  fresh  fruit  trade ;  (3)  store  little  other  than  U.  S.  No.  1  grades,  and  (4)  push 
sales  in  the  fall  before  large  citrus  crops  arrive.  y_  A.  Ekstrom 


EASTERN  CORN  BELT  FARMERS'  COOPERATIVE  SHIFTS 
EMPHASIS  TO  MEET  CHANGING  CONDITIONS 

A  large  number  of  farmers  in  an  eastern  corn-belt  state  are  handling  their 
dairy  and  poultry  products  in  their  own  manufacturing  plants  and  are  marketing 
i  substantial  portion  of  these  products  through  their  own  retail  stores  direct  to 
he  consumer. 

This  cooperative  movement  among  these  farmers  started  in  1922,  with  the 
organization  of  a  cooperative  creamery.  This  creamery  later  became  the  central 
>lant  around  which  three  branch  plants  were  located.  This  cooperative  creamery 
las  not  limited  its  operations  to  buttermaking,  but  has  engaged  in  the  manufacture 
)f  ice  cream,  and  the  retailing  of  ice  cream,  milk,  eggs,  and  poultry.   The  business 
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has  been  further  diversified  by  handling  tires,  gasoline,  and  oil,  and  feed.  The 
most  recent  extension  to  the  creamery  business  came  with  the  establishment  of 
a  cold  storage  locker  system  at  one  of  the  branch  plants  in  1938. 


Table  1. 


-Volume  ok  Products  Handled 

(Average  per  year) 


Buttcrfat  purchased 

Milk  purchased 

Eggs  purchased 

Ice  cream  sales 

1924-1928 

1929-1932 

1000  pounds 
925' 

1  7552 
17453 

1000  pounds 
2485 
46004 
3825 

1000  dozen 
300' 
3302 
220 

1000  gallons 
30 
60 

1933-1937.  . 

200 

'One  plant.  !Two  plants.  'Three  plants.  -"Volume  increased  substantially  as  operations  were  extended  to 
handle  market  milk  in  a  large  metropolitan  market — discontinued  1929. 

By  1932,  there  was  a  tendency  for  farmers  in  sections  of  this  area  to  gradually 
shift  to  the  sale  of  whole  milk  in  preference  to  cream  (Table  1).  The  competition 
of  condenseries  forced  this  cooperative  to  find  more  profitable  outlets  for  manu- 
factured dairy  products.  Cheese  had  been  manufactured  in  1926  and  1927  without 
financial  success.  The  manufacture  of  dried  skim  milk  and  dried  buttermilk 
had  been  tried  from  1926  to  1932,  but  proved  to  be  unprofitable  (Table  2). 

The  company  thus  considered  two  alternative  methods  of  meeting  the  problem 
of  decreased  butter  fat  volume:  first,  by  entering  the  condensery  business,  and 
second,  by  expanding  the  ice  cream  business.  Condenseries  were  already  estab- 
lished in  the  territory.  This  cooperative  was  limited  by  capital  requirements  and 
could  not  hope  to  compete  with  the  condenseries  alreadv  established.  Conse- 
quently, they  decided  to  attempt  to  expand  the  ice  cream  business.  As  a  step  in 
undertaking  this  expansion,  they  established  their  first  retail  dairy  store  in  1933: 
This  trial  store  proved  successful,  and  in  the  same  year  a  subsidiary  organization 
was  created  to  promote  the  retail  sale  of  dairy  products.  These  farmers  now  own 
and  operate  over  25  stores  in  this  area. 

Table  2. — Sources  of  Net  Profits1 


Butter 

Milk* 

Eggs 

Ice  cream3 

Dried  buttermilk 
and  cheese 

Retail 
stores4 

1924-1928 

£17,058 
19,625 

3,354 

$  -3,428 

636 

3,921 

£1,375 

1,069 

-2,032 

£-2,418 
-4,652 

5,588 

£        664 
-2,583 

£7,565 

1929-1932. . . 

1933-1937 

'Each  department  charged  for  its  share  of  the  variable  and  fixed  costs  of  the  business.  JFrom  1924  to  1932  a 
considerable  portion  of  surplus  milk  transferred  to  butter  department  at  butterfat  prices.  In  latter  period  this  was 
transferred  to  ice  cream  at  somewhat  higher  prices.  'Small  volume  and  high  selling  costs  resulted  in  losses,  1924-1933. 
With  organization  of  stores,  ice  cream  made  a  profit  after  paying  milk  department  for  all  milk  used.  This  resulted 
in  profit  for  milk  department  as  well.  4Profit  in  stores  resulted  after  paying  ice  cream  department  for  all  ice  cream 
and  other  departmental  products  on  a  cost  plus  basis. 

Although  the  stores  were  organized  chiefly  to  sell  ice  cream,  a  wide  variety 
of  dairy  and  other  food  products  are  sold.  Meals  are  served  in  some  of  the 
larger  stores.  One  of  the  most  recent  developments  has  been  the  handling  of 
frozen  fruits  and  vegetables. 

These  stores  are  not  consumer  cooperatives,  but  consumers  have  benefited 
through  low  prices  for  high  quality  dairy  products.    Likewise,  creamery  members 
have  benefited    through    the   operation  of  these  stores.    They   are   assured   oi 
market  outlet  and  the  manufacturing  and  selling  costs  of  the  creamery  have  beei 
lowered   through   increased  volume  of  those  products  sold  by  the  stores.    This 
increase  in  volume  reduced  the  joint  costs  for  manufacturing  and  selling  a  gallon 
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of  ice  cream  approximately  60  percent,  and  placed  ice  cream  on  a  profitable  basis 
(Table  2).  Manufacturing  and  selling  costs  for  other  products  have  also  been 
reduced  by  direct  selling  and  greater  diversification  of  the  business. 

The  entire  business  of  this  farmers'  organization  has  been  conducted  on  a 
sound  financial  basis.  The  strong  financial  standing  has  resulted  from  the 
following  policies: 

1.  A  major  portion  of  the  capital  in  the  business  has  been  secured  from  the 
sale  of  stock. 

2.  As  the  business  expanded,  sale  of  stock  to  new  members  has  been  the  chief 
source  of  capital  needed  for  additional  buildings  and  equipment. 

3.  A  conservative  manner  of  expansion  and  efficient  operations  has  resulted  in 
net  gains  for  most  of  the  period  during  which  the  cooperative  has  operated. 

4.  A  substantial  proportion  of  these  net  gains  has  been  retained  and  invested 
in  fixed  assets  and  working  capital  and  carried  on  the  books  as  reserves  and 
surplus. 

5.  Some  of  the  unprofitable  phases  of  the  business  were  dropped,  and  at  the 
same  time  new  undertakings  were  tried  in  an  attempt  to  increase  profits. 

The  diversification  of  the  business  of  this  cooperative  creamery  to  include 

direct  retail  selling  and  additional  services  for  members  and  patrons  has  developed 

a  strong  marketing  organization.    Although  these  farmers  have  not  been  able  to 

sell   their  entire   volume  of   dairy   products   through   the   stores,   the  volume   so 

;  disposed  of  has  increased  as  more  stores  have  been  established  and  as  sales  of 

i  older  stores  have  increased.  q  \y   Freemyer 


AGRICULTURAL  ECONOMIC  FORUMS  ON  THE  AIR 

EVERY  FRIDAY  AT  12:30  P.M. 

STATION  WILL,  580  KILOCYCLES 

Nov.     3 — Bettering  Rural   Schools. — D.    E.   Lindstrom,   G.   T.   Hudson, 

.  and  C.  L.  Stewart. 
Nov.  10 — Food   Problems   in   the   Warring   Countries. — C.    L.   Stewart 

and  Farm  Advisers. 
Nov.  17 — The  Current  Economic  Situation  as  it  Affects  the  Farmer. — 

G.  L.  Jordax,  F.  G.  Warrex,  and  C.  L.  Stewart. 
Nov.  24 — Planning  the  Farm  Business,  Question  Box — H.  C.  M.  Case, 

E.  M.  Hughes,  and  C.  L.  Stewart. 


Footnotes  for  the  following  page: 

112The  first  source  is  for  annual  data;  the  second  is  for  current  data  from  which  tables  may  be  brought 
[o  date. 

'Survey  of  Current  Business,  1936  supplement.  U.S.  Dept.  of  Commerce;  subsequent  monthly  issues. 
'Same  as  footnote  1.  Illinois  Crop  and  Livestock  Statistics,  Circular  438  (1937);  monthly  mimeographs  of 
Statistical  Tables  for  Illinois  Crop  Report,  converted  from  1910-14  =  100  to  1924-29  =  100  by  multiplying 
)y  "151.  4Agricultural  Situation,  Bureau  of  Agricultural  Economics,  U.S.D.A.;  Agricultural  Situation, 
converted  from  1910-14  =  100  to  1924-29  =  100  by  multiplying  by  .6486.  "Calculated  from  data  furnished 
oy  Bureau  of  Agricultural  Economics;  Survey  of  Current  Business,  seasonally  adjusted.  "Calculated  by 
department  of  Agricultural  Economics,  University  of  Illinois,  seasonally  adjusted.  Data  from  Farm  Income, 
bureau  of  Agricultural  Economics;  B.A.E.  monthly  mimeograph.  Receipts  from  Sale  of  Principle  Farm 
Products  (government  payments  not  included).  'Obtained  by  dividing  Index  of  Illinois  farm  Income 
column  6)  by  Index  of  Prices  Paid  by  Farmers  (column  4).  'Monthly  Indexes  of  Non-Agricultural  and 
Rational  Income,  Supplement,  August,  1937,  B.A.E. ;  Price  and  Demand  Situation,  or  Agricultural  S 
;ion.  '-'Survey  of  Current  Business,  1938  Revision;  subsequent  monthly  issues,  unadjusted  for  seasonal 
rariation.  10Federal  Reserve  Bulletin  of  Federal  Reserve  Board,  September,  1933  and  subsequent  issues; 
\  of  Current  Business,  seasonally  adjusted.  "Preliminary  estimate.  '-Illinois  Crop  and  Livestock 
statistics,   Cir.   438;   Monthly  price   releases,   State  Agricultural    Statistician. 
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Table  A. — Indexes  of  United  States  Agricultural  and  Business  Conditions 


Commodity  prices 

Income  from  farm  marketings 

Non- 
agricul- 
tural 
income8 

Factory 
payrolls* 

Indus- 
trial 
produc- 
tion10 

Wholesale  prices 

Illinois 
farm 
prices8 

Prices 
paid  by 
farmers' 

U.S. 

In 

money5 

Illinois 

month 

All  com- 
modities' 

Farm 
products2 

In 
money* 

In  pur- 
chasing 
power7 

Base  period 

1929 

1930 

1931 

1926 
95 
86 
73 
65 
66 
75 
80 
81 
86 
79 

78 
78 
78 
77 
77 
77 
77 
76 
76 
76 
75 
75 
78" 

1926 
105 

88 

65 

48 

51 

65 

79 

81 

86 

69 

68 
67 
68 
68 
67 
67 
66 
64 
64 
62 
63 
61 
68" 

1924-29 
104 
89 
62 
41 
45 
61 
82 
86 
96 
69 

69 
64 
66 
66 
66 
66 
66 
64 
65 
62 
61 
58 
70 

1924-29 
99 
94 
80 
69 
71 
80 
81 
80 
84 
80 

78 
78 
78 
78 
78 
78 
78 
78 
78 
78 
78 
77 
79 

1924-29 
103 
83 
58 
43 
49 
57 
64 
75 
81 
70 

73 
68 
70 
68 
68 
60 
64 
64 
65 
60 
62 
71 

1924-29 
103 
87 
58 
43 
51 
55 
65 
82 
86 
81 

73 
73 
90 
80 
99 
82 
103 
75 
82 
72 
67 
60 

1924-29 
104 

93 

72 

62 

72 

69 

80 
102 
102 
101 

94 

94 
116 
103 
127 
105 
132 

96 
105 

92 

86 

78 

1924-29 
108 
101 

86 

68 

64 

73 

78 

88 

96 

90 

90 
90 
92 
95 
92 
92 
92 
90 
91 
93 
93 
94" 

1923-25 
110 

89 

68 

47 

50 

64 

74 

86 
102 

78 

81 
84 
84 
87 
83 
85 
87 
85 
84 
86 
84 

1923-25 

119 

96 

81 

1932 

64 

1933 

76 

1934 

79 

1935 

90 

1936 

105 

1937 

110 

1938 

86 

90 

Oct 

96 

103 

Dec 

104 
101 

98 

98 

92 

92 

98 
101 
102'> 

1939  Jan 

Feb 

Apr 

June 

July 

August 

Sept 

Table  B. — Prices  of  Illinois  Farm  Products" 


Product 


Corn,  bu 

Oats,  bu 

Wheat,  bu 

Barley,  bu 

Soybeans,  bu. . . 

Hogs,  cwt 

Beef  cattle,  cwt. 
Lambs,  cwt. .  .  . 
Milk  cows,  head 
Veal  calves,  cwt. 

Sheep,  cwt 

Butterfat,  lb. .  . 

Milk,  cwt 

Eggs,  doz 

Chickens,  lb. . . . 

Wool,  lb 

Apples,  bu 

Hay,  ton 

Potatoes,  bu 


Cale 

ndar  year  average 

Sept. 
1938 

e 

Current  montl 

is 

1924-29 

1937 

1938 

July 

August 

Sept. 

$    .81 

$   .94 

$   .45 

$    .44 

$    .41 

$   .38 

$   .51 

.42 

.39 

.24 

.20 

.24 

.24 

.31 

1.30 

1.10 

.68 

.55 

.58 

.57 

.75 

.66 

.84 

.53 

.44 

.37 

.36 

.43 

1.94 

1.20 

.75 

.65 

.70 

.60 

.70 

9.97 

10.11 

8.06 

8.60 

6.40 

5.50 

7.40 

8.57 

8.93 

7.68 

8.20 

7.80 

7.70 

8.60 

12.22 

9.58 

7.76 

7.60 

8.00 

7.60 

8.40 

78.00 

61.00 

60.00 

58.00 

63.00 

60.00 

61.00 

11.27 

9.43 

8.89 

9.40 

8.60 

8.70 

9.50 

6.52 

4.09 

3.36 

3.20 

3.10 

2.80 

3.40 

.42 

.32 

.25 

.23 

.20 

.21 

.23 

2.32 

1.92 

1.66 

1.60 

1.45 

1.50 

1.55 

.30 

.20 

.19 

.22 

.13 

.13 

.16 

.21 

.16 

.15 

.14 

.14 

.13 

.13 

.36 

.32 

.21 

.20 

.24 

.24 

.29 

1.59 

1.18 

.95 

.95 

.75 

.65 

.70 

13.38 

12.41 

7.65 

6.40 

5.70 

5.40 

6.00 

1.39 

1.12 

.73 

.60 

.80 

.75 

.85 

1_12For  sources  of  data  in  tables  see  previous  page. 

Printed  in  furtherance  of  the  Agricultural  Extension  Act  approved  by  Congress  May  8,   1914.    H.  P. 
Director,  Extension  Service   in  Agriculture  and   Home   Economics,   University   of  Illinois 
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PRICE  INFLATION:    CAUSES  AND  PROSPECTS 
Part  I.    Causes  of  Inflation 

Will  there  be  price  inflation  in  the  United  States?  This  question  is  of  utmost 
importance  to  farmers  as  well  as  to  all  other  people  in  the  country.  It  is  a  ques- 
tion to  which  no  one  really  knows  the  answer,  for  the  final  answer  depends  upon 
several  unknown  contingencies.  Nevertheless,  it  is  important  to  know  what  are 
the  conditions  which  may  bring  about  inflation  and  to  recognize  the  symptoms 
if  inflation  gets  under  way. 

There  has  been  much  argument  as  to  just  what  constitutes  inflation  of  prices. 
As  we  look  back  on  the  history  of  the  United  States,  most  people  agree  that  there 
was  severe  inflation  during  the  Revolutionary  War,  and  again  during  the  War 


WHOLESALE   PRICES  OF  FARM  AND   NON  AG  R  ICU  LTU  RAL 
PRODUCTS.  1798-1938 


1798 


1820      1840      1860     1880     1900 

'"ALL   COMMODITIES'  OTHER   THAN  FARM  PRODUCTS  AND  FOODS 


1920 


1940 


)f  1812,  the  Civil  War,  and  the  World  War.  A  general  impression  of  what 
appened  to  prices  in  the  last  three  of  these  four  wars  may  be  had  from  Figure  1. 
n  each  case  there  was  a  very  great  and  rapid  rise  in  the  average  level  of  com- 
nodity  prices.  Whether  or  not  there  was  inflation  during  some  oilier  periods  of 
jss  extreme  price  rises  is,  perhaps,  open  to  question.  However  the  important 
roblem  before  us  now  is  whether  there  is  likely  to  be  a  rise  of  prices,  compar- 
ble  in  magnitude  to  the  rise  during  the  three  war  periods  shown  by  Figure  1. 
It  is  to  be  noted,  first  of  all,  that  in  each  of  these  three  periods  of  price  inlla- 
on  the  United  States  was  involved  in  a  major  and  prolonged  war.  There  was 
o  great  rise  of  prices  during  the  Indian   wars,   the    Mexican    War  or  the   War 
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FIG.  2.  INDEXES  OF  WHOLESALE  PRICES,  BANK  LOANS, 
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with  Spain.  Furthermore,  the  price  level  of  the  United  States  has  been  but  little 
affected  by  numerous  important  wars  in  other  parts  of  the  world. 

It  is  not  safe  to  conclude,  however,  that  there  will  be  no  inflation  in  the  United 
States  so  long  as  the  United  States  does  not  enter  the  war.  The  United  States  did 
not  enter  the  World  War  until  April,  1917,  yet  from  July,  1914  to  March,  1917 
there  was  an  increase  of  60  percent  in  wholesale  prices.  Furthermore  the  rate  at 
which  wholesale  prices  rose  from  the  beginning  of  1916  until  March,  1917  was 
greater  than  the  rate  of  increase  during  the  months  when  the  United  States  was 
at  war. 

An  outstanding  characteristic  of  each  of  these  great  inflation  periods  in  the 
United  States  has  been  an  urgent  and  long-continued  demand  for  United  States 
produced  goods  with  which  to  carry  on  war.  Munitions  and  materials  with  which 
to  make  munitions  have  been  chief  among  the  goods  for  which  the  demand  was 
increased,  but  at  times  ships  and  foodstuffs  have  been  of  great  importance. 

Other  circumstances  have  also  contributed  to  price  rises  during  these  periods. 
For  example,  in  the  War  of  1812,  the  United  States  was  virtually  cut  off  from 
goods  manufactured  in  Europe  and  this  reduction  in  the  supplies  of  normal  peace- 
time goods  was  a  primary  cause  of  increased  prices.  During  the  Civil  War  the 
large  issues  of  paper  money  and  the  depreciation  of  our  currency  in  terms  of  gold 
was  of  great  significance  in  influencing  the  character  of  the  inflation.  During  the 
World  War  the  increased  costs  of  ocean  transportation  affected  the  price  struc- 
ture of  the  whole  world. 

Although  the  demand  for  war-goods  in  the  United  States  may  be  said  to  be 
the  primary  cause  of  the  four  great  inflations,  such  a  demand  in  itself  is  not 
sufficient.  In  order  for  there  to  be  a  typical  price  inflation  it  is  necessary  that  the 
war-goods  be  purchased,  in  part  at  least,  by  means  of  money  or  credit  expansion. 
The  continental  currency  of  the  Revolutionary  War  and  the  greenbacks  of  the 
Civil  War  are  well  known  examples  of  paper  money  issued  by  our  government  to 
pay  for  its  purchases  of  war  materials  and  supplies.  Other  examples  are  the 
paper  currencies  of  Germany  and  France  which  were  issued  during  and  im- 
mediately following  the  World  War.  In  each  of  these  cases  the  paper  money, 
although  it  was  the  "legal  tender,"  depreciated  in  terms  of  metallic  money  (gold 
or  silver)  and  in  terms  of  the  currencies  of  other  countries  which  maintained  the 
convertibility  of  their  currencies. 

During  the  World  War  there  was  a  "credit  inflation"  rather  than  a  "currency 
inflation"  in  the  United  States.  The  rate  at  which  bank  loans  increased  relative 
to  prices  in  the  early  years  of  the  war  is  shown  by  Figure  2.  No  unsecured  paper 
money  was  issued  and.  although  gold  was  withdrawn  from  ordinary  circulation, 
substantial  convertibility  of  currency  into  gold  was  maintained.  Nevertheless  the 
course  of  prices  was  quite  similar  to  that  of  periods  when  price  inflation  was 
facilitated  through  the  printing  of  fiat  currency. 

The  people  who  produce  goods  or  render  services,  receive  incomes  equal  to 
the  current  value  of  those  goods  and  services.  Some  of  the  income  is  in  the  form 
of  wages,  some  in  the  form  of  profits,  and  some  in  other  forms.  If  a  man  pro- 
duces something  for  his  own  use  the  income  is  the  product  itself,  but  when  the 
goods  or  services  are  sold,  the  money  (or  credit)  received  is  ordinarily  used  to 
purchase  from  others.  In  this  process  of  exchange  the  current  value  of  the  supply 
pf  things  placed  on  the  market  in  any  given  period  of  time  is  usually  substantially 
equal  to  the  amount  of  purchasing  power  which  people  have  to  spend  in  the  same 
period  of  time.  Furthermore  the  maintenance  of  this  substantial  equality  of  pro- 
duction and  purchasing  outlay  does  not  ordinarily  require  any  material  change  in 
jthe  average  price  level  from  one  period  of  time  to  the  next. 

But  when  a  country  is  at  war  this  balance  of  production  and  cxnenditure  is 
isually  upset.   The  individuals  who  arc  producing  continue  spending  their  income 
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much  as  the}'  are  accustomed.  The  government,  however,  comes  into  the  market 
for  large  quantities  of  munitions  and  other  war  supplies.  If  the  purchasing 
power  which  the  government  uses  were  first  obtained  from  taxes,  then  the  ex- 
penditures of  individuals  for  goods  and  non-governmental  services  would  be 
reduced  as  much  as  government  expenditures  were  increased.  But  taxes  cannot 
usually  be  increased  as  rapidly  as  expenditures,  so  the  government  must  resort 
to  printing  money  or  to  borrowing.  If  the  purchases  are  financed  by  borrowing 
the  balance  of  production  and  expenditure  might  be  maintained  if  individuals 
would  give  up  purchasing  power  as  rapidly  as  the  government  borrowed,  llere 
again,  however,  the  exigencies  of  the  situation  are  likely  to  result  in  much  of  the 
purchase  of  war  supplies  and  munitions  being  financed  through  the  expansion  of 
bank  credit.  In  such  circumstances,  goods  begin  to  be  purchased  more  rapidly 
than  they  have  been  produced.  The  first  effect  may  be  to  increase  production, 
but  if  the  process  continues  until  production  reaches  its  limit  the  only  way  supply 
and  demand  can  be  made  equal  is  through  increasing  prices. 

The  increase  in  prices,  however,  serves  to  maintain  the  balance  only  tempo- 
rarily, for  as  prices  rise,  so  do  the  incomes  of  the  producers.  Producers  in  turn 
increase  their  expenditures,  prices  rise  further — and  so  the  upward  spiral  o| 
inflation  tends  to  go  on  and  on  as  long  at  the  printing  of  paper  money  or  the 
expansion  of  bank  credit  continues. 

In  the  United  States  during  the  World  War  there  were  three  principal  ways 
in  which  money  purchasing  power  rose  through  bank  credit  expansion.  There 
was  first  of  all  direct  borrowing  by  the  government  from  banks.  Then  many 
individuals  purchased  Liberty  Loan  Bonds  "on  time" — paying  a  relatively  small 
amount  down  and  borrowing  the  remainder  from  banks.  Finally,  it  was  common 
practice  to  use  the  bonds  as  a  means  of  purchasing  automobiles  and  other  things. 
Automobile  dealers  advertised  that  you  could  be  patriotic  and  buy  a  car — they 
offered  to  accept  the  bonds  at  par  (or  even  at  a  premium)  on  the  purchase  price 
of  their  cars.  These  bonds  were  then  likely  to  be  the  basis  for  further  bank  loans. 

But  if  war-time  credit  expansion  brings  price  inflation  why  does  not  peace- 
time credit  expansion  do  the  same  thing?  This  is  a  very  pertinent  question  in 
view  of  the  rapid  expansion  of  bank  investments  during  the  past  six  years.  First 
of  all,  bank  loans  made  in  peace  time  are  primarily  for  the  purpose  of  financing 
some  form  of  production  ( including  marketing)  whereas  war  purchases  are  for 
consumption.  In  peace  time,  consequently,  an  expansion  of  bank  credit  is  likely 
to  be  followed  or  accompanied  by  an  expansion  of  production  which  tends  to> 
decrease  prices.  One  effect  tends  to  counter-balance  the  other.  When  a  country 
is  at  war,  on  the  other  hand,  increasing  bank  credit  for  war  materials  is  likely 
to  be  accompanied  by  the  withdrawal  of  workers  from  productive  pursuits  to  the 
army  and  hence  by  a  decrease  in  production.  Then  the  price  raising  effect  of 
larger  purchases  is  not  counter-balanced  by  increased  production  and  may  even 
be  reinforced  by  decreased  production. 

Furthermore,  in  ordinary  times  the  price  level  of  a  country  depends  upon 
a  number  t^\  different  sorts  of  forces,  and  the  volume  of  credit  is  more  likely  to 
be  affected  by  changes  in  the  price  level  than  the  reverse.  Even  in  war-time, 
credit  expansion  is  not  so  much  a  fundamental  cause  of  inflation  as  a  means  by 
which  a  new  demand  may  be  made  effective  without  a  corresponding  reduction  in 
money  expenditures  from  other  sources. 

(  >rdinarily,  short  period  price  level  changes  in  a  country  are  primarily  depend- 
ent upon  what  may  he  termed  "price  structure"  relationships.  Prices  of  com- 
modities which  enter  into  international  trade  tend  to  remain  stead}'  or  to  rise  and 
fall  together  in  all  importing  and  exporting  countries.  Furthermore,  because  of 
the  effects  of  changes  in  the  "international  commodities"  I  those  imported  and  ex- 
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ported)  upon  other  goods  in  each  country,  the  average  levels  of  wholesale  prices 
in  such  countries  tend  to  move  together.  This  is  true  as  long  as  the  various 
countries  maintain  either  the  gold  standard  or  a  stable  foreign  exchange  value  of 
their  currency.  In  addition  to  the  international  price  relationships  the  level  of 
prices  is  powerfully  affected  through  the  rigidity  of  many  commodity  prices  com- 
bined with  the  fact  that  the  prices  of  the  more  flexibly  priced  commodities  are 
raised  and  lowered  relative  to  the  rigid  prices  by  the  fluctuating  conditions  of 
supply  and  demand.  In  peace-time  all  these  price  relationships  and  price  rigidities 
tend  to  prevent  any  large  rise  in  the  average  level  of  commodity  prices.  (They 
do  not  correspondingly  limit  price  declines  during  depressions.)  The  amount  of 
bank  loans  is  consequently  primarily  dependent  upon  price  level  and  business 
activity  rather  than  the  price  level  being  dependent  upon  the  amount  of  credit 
extended. 

During  a  large  scale  war.  however,  the  price  structure  relationships  which 
tend  to  limit  price  rises  are  usually  broken  down  in  the  warring  countries  and 
greatly  weakened,  at  least,  in  the  neutral  countries.  The  countries  at  war  are 
almost  certain  to  allow  their  currencies  to  depreciate  because  of  the  exigencies 
Of  war-time  finance.  This  in  turn  reduces  the  tendency  for  international  price 
relationships  to  restrain  rising  prices  in  other  countries.  The  internal  restraint 
on  price  rises  which  results  from  rigidities  of  prices  of  many  industrial  com- 
modities is  also  likely  to  break  down.  Once  industrial  production  approaches  or 
reaches  the  peak  of  capacity  the  prices  of  commodities  which  were  formerly 
rigid  are  very  likely  to  become  sensitive  to  changes  in  demand — especially  an 
increased  export  demand.  During  the  World  War,  for  example,  wholesale  prices 
did  not  begin  to  rise  materially  until  late  in  1915  just  as  the  production  of  manu- 
factures was  approaching  its  maximum  (  Figure  2).  y    t   Working 

["Part  II.    Prospects  for  Inflation"  will  appear  in  the  December  issue. — Ed.] 

LAND  VALUES  IN  RELATION  TO  FARM  EARNINGS 

The  way  in  which  land  prices  doubled  during  the  World  War  period,  the 
resulting  farm  debt  difficulties  of  recent  years,  and  the  world-wide  war  conditions 
of  the  present  day  are  good  reasons  for  considering  the  relationship  between  land 
values  and  farm  earnings. 

Land  values  prior  to  1920  were  not  closely  associated  with  farm  earnings.  An 
javerage  Illinois  farm  purchased  in  1850  and  sold  in  1920  would  have  netted,  at 
compound  interest  rates,  a  four  percent  return  on  tbe  investment  without  includ- 
ing income  or  expenses  of  operation  during  that  period.  During  the  last  20  years 
of  this  period  the  advance  in  land  values  averaged  ten  percent  annually  in  many 
central  Illinois  counties. 

Except  for  the  war  and  post-war  years  of  1917-1920,  landlords  did  not  re- 
ceive a  net  rent  of  more  than  a  two  to  three  percent  return  on  the  current  selling 
price  of  land.  The  annual  advance  in  the  price  of  land,  therefore,  was  from  three 
to  five  times  as  great  as  the  net  earnings  during  much  of  the  peril  id  from  1900  to 
1917.  Many  owners  were  receiving  a  good  return  on  the  original  investment  in 
and,  but  due  to  rapidly  advancing  land  prices,  the  earnings  were  low  in  relation  to 
■the  current  selling  price  of  land. 

With  the  collapse  in  land  prices  which  took'  place  following  1920  and  the 
debt  problems  which  followed,  we  need  to  give  careful  thoughl  to  future  land 
)rice  trends.  Few  happenings  can  be  more  disastrous  to  a  community  than  those 
■esulting  from  the  debt  situations  of  1931-1934  when  many  men  who  were  in 
he  prime  of  life  and  reaching  a  position  of  constructive  influence  in  the  com 
nunity  suddenly  became  victims  of  a  credit  disaster  that  they  were  powerless  to 
cithstand. 
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CHART    I .  MORTAGE   DEBT,  TAXES ,  LAND   VALUES ,  AND    CROP 
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1926  1929  1932  1935  1930 

CHART  3.  INVENTORY  VALUE    OF   LAND  AND   BULDINGS    PER 
ACRE    AND   VALUE    AS   DETERMINED    FROM    EARNINGS- 


Charl  1  shows  that  land  values  increased  about  70  percent  from  1910  to  192t( 
for  the  United  States.  They  more  than  doubled  in  many  parts  of  Illinois.  Thi 
rise  in  land  values  reflected  the  rise  in  prices  of  farm  products  illustrated  b; 
the  level  of  crop  prices  rising  more  than  130  percent  above  the  1910-1914  prewa 
average.  The  farm  mortgage  indebtedness  and  taxes  increased  in  a  similar  wa\ 
Following  L920,  however,  crop  prices  reached  a  low  of  50  percent  of  the  prewa. 
level  in  \{>M,  and  one  or  two  years  later,  land  values  fell  to  7?cc  of  the  prewa 
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level.  Unfortunately,  the  mortgage  indebtedness  failed  to  go  down  with  the 
prices  of  farm  products  and  in  1930  stood  at  nearly  three  times  the  1910  level 
and  would  have  exceeded  three  times  the  1910  level  except  for  a  large  amount 
of  farm  mortgage  foreclosure  and  the  voluntary  deeding  of  farm  property  to 
creditors.  The  failure  of  mortgage  indebtedness  to  adjust  itself  to  the  price  level 
is  one  of  the  major  problems  of  the  agricultural  industry. 

The  19,000  farm  financial  records  collected  by  the  Department  of  Agricultural 
Economics  over  the  past  13  years  give  an  interesting  picture  of  the  farm  earn- 
ings and  land  values.  Chart  2  shows  the  average  net  cash  receipts  per  acre  based 
on  the  average  of  all  accounting  farms  in  the  state  from  1926  to  1938.  The 
earnings  in  eight  different  farming-type  areas  were  weighted  according  to  the 
amount  of  land  in  each  area.  The  net  cash  earnings  assigned  to  land  and  build- 
ings were  $7.30  in  1926  and  $7.80  per  acre  in  1929?  but  dropped  to  $1.50  in  1932, 
showing  how  dependent  the  net  returns  in  agriculture  are  upon  the  price  level. 
This  is  indicated  by  the  trend  in  prices  of  Illinois  farm  products.  The  prices  paid 
by  farmers  for  goods  purchased  never  fell  below  100  percent  of  the  prewar 
average.  The  farmer,  however,  adjusted  his  purchases  to  his  income.  This  is 
illustrated  by  the  expenditure  for  farm  machinerv  which  in  1926  was  $500  and  in 
1929,  $646,  but  in  1933  fell  to  $250.  Beginning  in  1936,  the  expenditure  for 
machinery  was  $840,  $956,  and  $925  annually  on  the  accounting  farms. 

While  the  farmers  keeping  accounts  have  been  encouraged  not  to  revise  the 
inventory  value  of  land  and  buildings  quickly  in  response  to  price  changes,  the 
farmer's  estimate,  based  on  the  accounts,  shows  a  downward  trend  of  land  values 
over  the  thirteen-year  period  from  $158  to  $98  per  acre  (  Chart  3). 

Table  1  shows  the  annual  earned  value  of  land  and  buildings,  based  on  the 
capitalization  of  earnings  at  5  percent  in  each  of  the  eight  areas  included  in  the 
analysis.  In  Area  1,  representing  the  Chicago  whole-milk  area,  an  earned  value 
of  land  and  buildings  of  more  than  $100  during  the  fii*st  five  years  of  the  period 
1926-1938  is  indicated;  but  a  low  point  was  reached  in  1935.  The  low  point  in 
earnings  came  later  than  in  many  other  areas,  because  of  the  maintenance  of 
city  wages  for  some  time  following  the  drop  in  prices  of  most  major  farm 
products,  particularly  the  grain  crops.  However  in  1935  other  sections  of  the 
state  turned  to  dairying  to  help  make  farm  income  meet  expenses  and  prices  of 
dairy  products  were  reduced  because  of  the  increase  in  the  supply. 

In  Areas  2  and  3  in  the  northwest  and  western  parts  of  Illinois  similar  earn- 
ings are  indicated  because  income  came  from  the  same  kinds  of  products — beef 
cattle,  hogs,  and  some  sales  of  dairy  products  and  grain.  In  Area  4,  the  grain- 
arming  section  of  east-central  Illinois,  better  earnings  are  indicated  than  for 
me  areas.  This  is  due  to  fair  crops  in  this  area  in  the  drouth  years  of  1{)34  and 
936  in  contrast  to  low  returns  on  many  farms  in  Illinois  but  more  especially  in 
itates  west  of  the  Mississippi  River.  In  Area  5,  lying  south  and  west  of  Spring- 
eld,  lower  earnings  are  shown  because  of  general  soil  conditions  and  more  severe 
routh  conditions  in  1934  and  1936.  Areas  6,  7,  and  8  all  show  years  in  which 
e  income  did  not  equal  expenses  and  a  correspondingly  lower  earned  value  for 
nd  and  buildings.  These  data  are  helpful  in  showing  the  importance  of  con- 
idering  the  long-time  earnings  on  farms  as  a  basis  for  determining  the  actual 
alue  of  land. 

A  review  of  such  data  is  valuable  as  a  warning  against  letting  a  short-time 

rise  in  prices  influence  one's  judgment  of  land  values,    band  must  be  paid  for  by 

e  average  purchaser  from  earnings  obtained  over  a  long  period  of  years.  Land 

rices,  therefore,  should  be  based  upon  expected  earnings  over  a  long  period  of 

me.    If  the  present  European  War  should  cause  higher  prices  for  farm  products 

ecause  of  our  nearness  to  Europe  as  happened  during  the  World  War,  let  us  not 

ake  the  same  mistake  of  bidding  the  price  of  land  up  to  a  level  that  cannot  be 

aintained  by  farm  earnings. 
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-Earned  Value  of  Land  wu  Buildings  Based  on  Net  Cash  Earnings 
Per  Acre  by  Farming-Type  Areas  and  by  Years 


Area 

Area 

Area 

Area 

Area 

Area 

Ana 

Area 

State 

I 

11 

111 

IV 

V 

VI 

VII 

VIII 

Average' 

1926 

SI  17 

#169 

#146 

#118 

#119 

#44 

#45 

#89 

$113.8 

1927 

147 
100 
10  > 
117 
69 

11(1 
71 
147 
124 
60 

no 

99 
163 
120 

43 

96 
166 
158 
120 

33 

35 
90 
101 
91 
13 

43 

S 

61 

27 

2 

50 
-27 

13 
-   7 
-18 

75 
46 
57 
36 

-   5 

K4    1 

1028 

93 . 3 

1929 

122.6 

1930 

91.6 

1931 

26.6 

1932 

54 

10 

19 

9 

3 

-12 

-   9 

-   9 

7.4 

1933 

55 

42 

67 

45 

43 

18 

14 

14 

41  .4 

1934 

62 

94 

104 

121 

83 

37 

28 

55 

88.0 

1935 

35 

123 

96 

95 

66 

47 

42 

72 

80.6 

1936 

121 

152 

152 

173 

79 

48 

37 

71 

122.9 

1937 

112 
59 

109 
86 

92 

103 

99 
103 

70 
68 

45 
33 

7 
10 

63 
33 

79.7 

1938 

75.8 

Average  earned 

value  13  years.  .  . 

95 

100 

102 

103 

66 

31 

14 

46 

'Farming-type  area  averages  were  weighted  by  number  of  acres  of  land  in  farms  in  each  area. 

What  land  is  worth  to  the  individual  farmer  finally  depends  upon  two  major 
conditions — his  ability  as  a  manager  and  the  way  the  land  has  been  handled  ovet 
the  past  half  century  or  longer.  Some  men  have  maintained  the  productivity  of 
their  farms  and  have  earned  from  $1,000  to  $3,000  more  per  year  than  other 
farmers  in  the  same  area  on  farms  of  like  size,  similar  soil  conditions,  and  having 
access  to  the  same  market.  While  a  large  part  of  this  difference  is  due  to  indi- 
vidual management,  it  is  known  that  some  men  who  are  good  managers  are 
attempting  to  build  up  badly  depleted  farms  which  it  will  require  some  years  to 
reestablish  on  a  highly  productive  basis. 

In  general,  farmers  with  higher  than  average  earnings  will  be  the  future  land 
buyers  among  farmers.  Because  of  their  superiority  as  farmers  they  will  be  able 
to  pay  more  for  land  than  the  average  farmer.  The  average  farmer  over  a  i  ■< 
of  years  will,  on  the  basis  of  past  experience,  make  a  lower  return  on  the  invest- 
ment than  the  going  rate  of  interest  on  farm  mortgages.  The  competition  to  bull 
land  on  the  part  of  the  best  farmers  and  city  people  who  have  capital  to  invest 
tends  to  set  land  prices  at  a  higher  level  than  the  earnings  of  the  average  farmer 
justify  when  the  debt  burden  of  the  average  land  purchaser  is  considered. 

Frequently  the  home  value  of  a  farm  is  mentioned  indicating  that  this  justi- 
fies a  higher  price  for  the  land.  The  man  who  buys  a  farm  expecting  to  pay  for 
it  out  of  the  earnings  from  farming  cannot  afford  to  pay  an  additional  price  above 
the  earning  value  of  the  land  for  the  home  value  of  a  property  unless  he  is  able 
to  make  larger  earnings  from  the  land  than  would  the  average  fanner.  Likewise 
land  has  a  speculative  value  when  there  is  possibility  of  realizing  on  mineral 
resources,  but  land  limited  to  agricultural  purposes  should  be  valued  mi  the  basis 
of  the  future  income  from  farming. 

During  recent  years  farmers  have  received  the  benefit  of  a  reduction  of  froB 
one  to  two  percent  in  the  interest  rate  on  farm  mortgages.  If  a  marked  increase 
in  the  prices  of  farm  products  should  occur  for  a  short  period  of  time,  it  is  to  be 
hoped  thai  land  prices  will  not  increase  as  they  did  in  the  period  ll>17-1920. 
lower  interest  rates  should  have  the  effect  of  helping  to  raise  the  price  of  land 
thai  the  farm  purchasers  would  have  as  much  interest  to  pay  on  debts  annua 
as  they  did  at   the  higher  interest    rates  il    would  he  detrimental   to    farmers  gd 

erally.    Low  interest  rates  on  farm  mortgages  have  the  tendency  to  increase  lap 

prices.     It    is  conceivable  thai   land  carrying  an  $80  debt    with   ?'<    interest   mid 
advance   in   price   to  a  $100  debt    with    interest    at   4%.     The  annual    interest    pa) 
ment    would   be   the   same    in   each    instance   hut    a   disadvantage   results    from   the 
advance  in  price  of  land,  which  in  this  case,  gives  the  purchaser  a  $20  an  ac 
larger  mortgage  to  pay  off  and  very  likely  an  increase  in  taxes. 
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Finally,  if  there  should  be  a  decided  upward  trend  in  farm  earnings  for  a 
short  time  growing  out  of  the  European  war,  it  should  be  remembered  that  the 
only  people  who  profit  from  high  land  values  are  those  who  sell  the  land  and  do 
not  re-invest  the  proceeds  in  more  land  at  equally  high  prices,  or  those  who  are 
paid  for  their  services  in  helping  to  sell  land.  The  average  purchaser  who  pays 
a  higher  price  for  land  must  assume  a  larger  debt  and  often  finds  it  necessary  to 
accept  a  lower  standard  of  living  for  his  family  because  of  his  debt  load. 

H.  C.  M.  Case 

NEEDED:  FLEXIBLE  CASH  RENT 

Changes  in  the  prices  of  farm  products  and  the  uncertainty  of  future  prices 
raise  many  questions  regarding  a  fair  basis  for  arriving  at  cash  rentals.  The 
tenant  who  contracts  to  pay  a  given  amount  of  cash  rent  for  his  farm  when  prices 
are  high  frequently  cannot  meet  his  rental  obligations  from  his  current  income 
when  prices  fall  to  a  low  level.  On  the  other  hand,  the  landlord  who  rents  his 
property  for  a  fixed  sum  in  a  time  of  low  prices  may  not  be  receiving  a  fair 
share  of  the  income  from  the  farm  when  prices  rise.  Hence  both  parties  have 
reason  to  be  interested  in  a  type  of  contract  that  provides  for  the  sharing  of  the 
risks  caused  by  price  variations  in  farm  products. 

Fortunately  a  large  proportion  of  farm  leases  in  Illinois  stipulate  payment  of 
rent  either  entirely  or  partially  by  shares  of  the  crops  grown.  In  so  far  as  rentals 
are  based  on  share  payments  they  automatically  adjust  themselves  fairly  well  to 
changes  in  the  price-level.  The  recent  trend  in  farm  leasing  seems  to  have  been 
away  from  cash  leases,  probably  because  the  many  variations  in  prices  of  farm 
products  that  have  occurred  in  the  last  20  years  have  continually  made  it  difficult 
'to  estimate  in  advance  what  should  be  the  cash  rental  of  a  property. 

If  a  tenant  has  reasonably  normal  yields,  it  is  fair  that  he  should  pay  the 
'present  value  of  the  same  amount  of  produce  formerly  required  to  pay  the  cash 
rent.  Some  such  annual  settlement  on  a  price-adjusted  basis  is  usually  better  for 
both  landlord  and  tenant  than  allowing  the  entire  rent  to  stand  as  an  accumulated 
(debt,  around  which  resentments  are  likely  to  develop. 

The  adjusting  of  cash  rentals  to  current  prices  of  farm  products  can  be  done 
either  where  the  entire  rental  is  on  a  fixed  cash  basis  or  where  the  cash  rental 
applies  only  to  pasture,  meadow,  and  land  used  for  lots  and  buildings.  The 
(products  used  in  calculating  the  adjustments  will  of  course  vary  from  area  to 
area  and  even  from  farm  to  farm,  depending  on  the  share  of  the  farm  income  that 
p  derived  from  each  source. 

In  a  grain-farming  area,  where  the  income  is  mainly  from  the  sale  of  corn 
t:l&nd  oats,  it  might  be  fair  to  base  the  cash  rent  on  the  price  of  corn  alone,  as  the 
>rices  of  these  two  grains  usually  change  in  the  same  proportion,  both  being  \vl-<\ 
grains. 

Assuming  that  the  cash  rent  was  $6  an  acre  on  a  grain  farm  and  that  over  a 
teriod  of  years  the  price  of  corn  in  that  area  has  averaged  $.60  a  bushel.  The  rent 
lias  been  equivalent  to  ten  bushels  of  corn  per  acre.  The  lease  might  be  adjusted 
0  care  for  variation  in  price  levels  by  permitting  the  tenant  to  pay  his  rent  on 
he  basis  of  the  current  price  of  ten  bushels  of  corn  per  acre  or  to  deliver  thai 
amount  of  corn  to  his  landlord.  On  a  dairy  farm  where  the  tenant  has  paid  $6 
m  acre  cash  rent  and  the  local  price  of  milk  lias  been  $2  per  hundred,  the  rental 
las  amounted  to  the  price  of  300  pounds  of  milk  for  the  rental  of  an  acre  of 
and.  More  than  one  product  might  be  used  as  the  basis  of  determining  the 
mount  of  rent  to  be  paid  on  farms  receiving  income  from  several  sources. 

Many  leases,  where  similar  rental  adjustments  have  been  made,  seem  to  be 
working  out  to  the  satisfaction  of  both  landlords  and  tenants.  A  more  detailed 
nalysis  of  methods  of  adjusting  cash  rentals  to  meet  changes  in  prices  is  con- 
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tained  in  a  mimeographed  circular  entitled,  "Determining  Cash  Rents  on  the  Basis 
of  Farm  Prices."  A  copy  may  be  obtained  by  writing  to  the  Department  of 
Agricultural  Economics.  H.  C.  M.  Case 

THE  COMPETITIVE  POSITION  OF  SOYBEAN  MEAL 

Soybeans  are  used  in  the  United  States  for  many  different  purposes,  but  their 
commercial  value  is  largely  determined  by  the  combined  values  of  the  oil  andi 
meal  obtained  by  crushing  the  beans.  A  bushel  of  soybeans  usually  yields  about 
9  pounds  of  oil  and  48  pounds  of  meal.    The  meal  is  the  more  important,  having 
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been  in  recent  years  worth  about  50  percent  more  than  the  oil.  We  discussed 
the  competitive  position  of  the  oil  in  the  June  and  Jul}'  issue  of  this  publication, 
and  now  turn  our  attention  to  the  competitive  position  of  the  meal. 

Soybean  meal  can  be,  and  is,  used  for  many  purposes,  but  in  the  I  nited 
States  about  {)()  percent  of  it  is  used  as  ivvi\  for  livestock.  In  the  United  States 
cottonseed  meal  has  made  up  the  bulk  of  the  supply  of  oilseed  meals  for  many 
years.  In  1934-35,  the  quantity  of  soybean  meal  first  exceeded  that  of  linseed 
meal.  <  )nly  cottonseed  meal  exreok-d  soybean  meal  in  quantity  since  that  time 
(  Fig.  1).  During  the  year  1938-39,  the  total  supply  of  the  five  principal  oilseed 
meals  available  for  domestic  consumption  was  about  3,300,000  tons,  of  which 
approximately  30  percent  was  soybean  meal;  58  percent,  cottonseed  meal;  7  per- 
cent, linseed  meal  ;  3  percent,  copra  meal;  and  2  percent,  peanut  meal. 

For  most  feeding  purposes  soybean  meal  can  be  substituted  quite  readily  for 
the  other  oilseed  meals.  During  the  three  years,  1935-36  to  1937-38,  the  price 
ot'  soybean  meal  at  Chicago  averaged  aboul  $6.40  a  ton  higher  than  the  price  of 
cottonseed  meal  at  Memphis  i  Fig.  2).  This  difference  is  largely  a  reflection  of 
transportation  costs.    From  1935-36  to  1937-38,  Chicago  prices  for  soybean  meal 
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and  cottonseed  meal  were  approximately  equal.    In  1934-35  and  again  in  1938-39, 

!  however,  soybean  meal  sold  lower  than  cottonseed  meal  at  Chicago. 
Changes  in  the  prices  of  oilseed  meals  in  general  are  closely  associated  with 
I  changes  in  the  price  of  feed  grains;  during  the  9  years,    1924-25   to   1933-34, 
the  price  of  cottonseed  meal  at  Memphis  averaged  20  percent  higher  than  the 
it    price  of  corn  at  Chicago. 
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FIG.  2.   PRICES   OF   SOYBEAN,  COTTONSEED,  AND   LINSEED    MEAL, 
1934-35   TO   1938-39. 

(Linseed  Meal,  Minneapolis;  Soybean  Meal,  Chicago;  Cottonseed  Meal,  Memphis) 


The  potential  demand  for  high  protein   feeds  in  the  United  States  is  quite 
arge.    While  adequate  figures  are  not  available,  it  appears  that  an  increase  of 
ibout   one-third   in   supplies  of   protein   supplements   is   needed   to   balance   the 
1  upply  of  corn  as  a  ration  for  hogs,  cattle,  poultry,  and  sheep. 

Soybean  meal  is  not  a  by-product,  but  the  principal  protein  feeds  with  which 
X  competes  most  directly — cottonseed  meal  and  tankage — are  minor  by-products 
fl>f  other  industries,  and  their  production  does  not  depend  upon  their  price.  Hence, 
loybean  meal,  like  soybean  oil,  can  be  subjected  to  great  competitive  pressure. 
\.t  the  present,  however,  it  appears  that  the  position  of  soybean  meal  is  com- 
paratively stronger  than  that  of  the  oil,  because  of  the  large  potential  demand 
or  oilseed  meals. 

To  put  it  in  another  way,  protein  products  are  in  a  stronger  position  than  fats. 
|Vhile  the  increase  in  hog  numbers  has  brought  increased  competition   for  soy- 
bean oil  by  producing  larger  quantities  of  lard,  it  has  increased  the  demand   for 
"pybean  meal  as  feed  for  hogs.    The  higher  price  for  soybeans  this  fall  as  com- 
ared  with  last  year  is  due  largely  to  the  higher  price  of  soybean  meal. 

L.  H.  SlMERL 
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Table  A. —  Indexes  of  United  States  Agricultural  and  Business  Conditions 


War  and 

in.  ml  h 


Base  i"  riod 

1929 

1930 

1931 

1932 

1933 

1934 

1935 

1936 

1937    

1938 

Oct 

Nov.. 
Dec. . .  . 
1939  Jan.. 
Feb.. 
Mar. .  . 
Apr..  .  . 
May.  .  . 
June.  .  . 
July... 
August 
Sept. .  . 
Oct 


Commodil  y  pri<  es 


Wholesale  prices 


\11 1 1 . 1 1 1  - 
modities1 


1920 
95 
86 
73 
65 
66 
75 
80 
81 
86 
79 

78 
78 
77 
77 
77 
77 
76 
76 
76 
75 
75 
79 
7911 


Farm 


1920 
105 

88 

65 

48 

51 

65 

79 

81 

86 

69 

67 
68 
68 
67 
67 
66 
64 
64 
62 
63 
61 
69 
67" 


Illinois 
farm 


1924-20 
104 
89 
62 
41 
45 
61 
82 
80 
96 
69 

64 
66 
66 
66 
66 
66 
64 
65 
62 
61 
58 
71 
67" 


paid  by 

farmers1 


1924-29 
99 
94 
80 
69 
71 
80 
81 
80 
84 
80 

78 
78 
78 
78 
78 
78 
78 
78 
78 
78 
77 
79 
79 


'  1 1  im  farm  marketings 


U.S. 

In 
money5 


1924-29 
103 
83 
58 
43 
49 
57 
64 
75 
81 
70 

68 
70 
68 
68 
60 
64 
64 
65 
60 
62 
71 
92 


Illinois 


In 
mom  j ' 


1924-29 
103 

87 
58 
43 
51 
55 
65 
82 
86 
81 

73 
90 
80 
99 
82 
103 
75 
82 
72 
67 
60 
73 


In  pur- 
chasing 
pi  iwer' 


1924-29 
104 
93 

72 

62 

72 

69 

80 
102 
102 
101 

94 
110 
103 
127 
105 
132 

96 
105 

92 

86 

78 

82 


Non- 
agricul- 
tural 

income8 


1924-29 
108 
101 

86 

68 

64 

73 

78 

88 

96 

90 

90 
92 
95 
92 
92 
92 
90 
91 
93 
93 
94 
95 


Factory 
payrolls9 


1923-25 

110 

89 
68 
47 
50 
64 
74 
86 
102 
78 

84 
84 
87 
84 
86 
88 
86 
85 
87 
84 
90 
94 


Indus- 
trial 
produc- 


1923-25 
119 

96 

81 

04 

76 

79 

90 
105 
110 

86 

96 
103 
104 
101 

98 

98 

92 

92 

98 
101 
103 
111" 
120" 


Table  B. — Prices  of  Illinois  Farm  Products" 


Product 


Corn,  bu 

Oats,  bu 

Wheat,  bu 

Barley,  bu 

Soybeans,  bu. .  . 
Hogs,  cut.. 
Beef  cattle,  cwt. 
Lambs,  cwt. .  .  . 
Milk  cows,  head 
Veal  calves,  cwt. 

Slurp,  cwt 

Butterfat,  lb.    .  . 

Milk,  cwt 

Eggs,  doz 

Chickens,  lb.. .  . 

Wool,    11) 

Apples,  bu 

Hay,  ton 

Potatoes,  bu.. . . 


Calendar  year  average 


£    .81 

.42 

1.30 

.66 

1.94 

9.97 

8.57 

12.22 

78.00 

11.27 

6.52 

.42 

2.32 

.30 

.21 

.36 

1.59 

13.38 

1.39 


1937 


$    .94 

.39 

1.10 

.84 

1.20 

10.11 

8.93 

9.58 

61.00 

9.43 

4.09 

.32 

1.92 

.20 

.16 

.32 

1.18 

12.41 

1.12 


1938 


$    .45 

.24 

.68 

.53 

.75 

8.06 

7.68 

7.76 

60.00 

8.89 

3.36 

.25 

1.66 

.19 

.15 

.21 

.95 

7.65 

.73 


Oct. 
1938 


$    .36 

.20 

.56 

.43 

.60 

7.40 

7.80 

7.30 

60.00 

9.20 

3.30 

.23 

1.65 

.24 

.13 

.20 

1.05 

6.30 

.60 


Current  months 


August 

Sept. 

Oct. 

$   .38 

$   .51 

f>   .42 

.24 

.31 

.28 

.57 

.75 

.74 

.36 

.43 

.44 

.60 

.70 

.70 

5.50 

7.40 

6.70 

7.70 

8.60 

S.  10 

7.60 

8.40 

8.30 

60.00 

61.00 

62.00 

8.70 

9.50 

9.60 

2.80 

3.40 

3.20 

.21 

.23 

.25 

1.50 

1.55 

1.75 

.13 

.16 

.20 

.13 

.13 

.12 

.24 

.29 

.33 

.65 

.70 

.70 

5.40 

6.00 

5  80 

.75 

.85 

.80 

1   'Tor  sources  of  data  in  tables  see  October  issue. 
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PRICE  INFLATION:    CAUSES  AND  PROSPECTS 
Part  II.    Prospects  for  Inflation 

In  appraising  the  prospects  for  inflation  in  the  United  States  during  the  present 
European  War,  we  find  that  there  are  some  elements  in  the  situation  for  which 
the  outlook  is  fairly  clear.  There  are  other  things  for  which  the  outlook  is  very 
obscure. 

Perhaps  the  clearest  prospects  concern  currency  depreciation.  By  currency 
depreciation  is  here  meant  a  decline  in  the  value  of  currency  relative  to  gold. 
There  seems  no  likelihood  of  such  an  occurrence  in  the  United  States.  Stocks  of 
gold  in  the  United  States  are  not  only  adequate  as  a  basis  for  our  currency — they 
are  super-abundant  and  promise  to  increase  still  further.  Hence,  a  lack  of  gold 
will  not  force  us  off  our  present  gold  standard.  Then  too,  there  seems  to  be  no 
i,  possible  reason  during  the  present  war  for  an  arbitrary  reduction  in  the  gold 
value  of  the  dollar  such  as  occurred  in  1933  and  1934.  Our  government  now 
wishes  to  avoid  a  general  rise  of  prices  rather  than  to  encourage  it.  Currency 
depreciation  (in  terms  of  gold)  consequently  may  not  be  expected  to  contribute 
to  inflation  in  the  United  States  during  the  present  war  as  it  did  during  our 
Civil  War. 

Increased  costs  of  ocean  transport  promise  to  play  a  somewhat  similar  role 
during  the   present   war  as  during  the  World  War.    These  costs   include  both 
ocean   freights  and  insurance.    Rising  transportation  costs  tend  to  increase  the 
difference  between  the  price  of  a  commodity  in  importing  and  exporting  countries, 
here  are,  however,  important  differences  between  exporting  countries.    Those 
exporting   countries    which    are   nearest   the    import    markets    have    their   prices 
ncreased  compared  to  the  more  distant  countries.    During  the  World  War  the 
ncreased  cost  of  ocean  transportation  was  a  contributing  cause  to  the  rise  of 
rices  in  the  United  States,  partly  because  the  United  States  was  the  nearest 
vailable  source  of  large  supplies  of  raw  materials  and  foodstuffs  for  Europe, 
nd  partly  because  of  the  increase  in  costs  of  importing  into  the  United  States, 
owever,  increased  transport  costs  were  not  a  major  factor  in  the  price  inflation 
f  the  United  States  during  the  World  War  and  they  seem  likely  to  be  of  some- 
hat  less  importance  in  the  current  conflict.    Shipping  facilities  are  much  greater 
an  during  the  World  War  and  larger  supplies  of  foodstuffs  and  war  materials 
re  available  in  Canada  now  than   in   1914.    Furthermore,  the  prices   of  more 
portant  commodities  in  the  United  States  are  now  on  a  domestic  rather  than 
ither  an  export  or  import  basis  than  was  the  case  during  the  World  War. 

Price  rises,  because  of  usual  sources  of  supply  being  cut  off,  have  already 

ccurred  in  the  present  war.    However,  the  cutting  off  of  accustomed  sources  of 

upplv  will  not  be  a  major  factor  of  importance  in  this  war  as  it  was  in  the  War 

f  1812  because  we  are  much  less  dependent  upon  foreign  goods.   Rather,  its  effect 

ill  be  minor  as  was  the  case  during  the  World  War.    It  is  to  be  borne  in  mind, 

wever,  that  during  the  latter  war  the  United  States  was  also  cut  off   from 

portant   export   outlets   in   Central   Europe,   and   this   was   a  price   depressing 

■tor.    In  recent  years  the  United  States  has  marketed  relatively  few  goods  in 

entral  Europe.    Altogether,   the  cutting  off  of  import  and  export  trade  with 
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Central  Europe  is  likely  to  have  only  a  minor  net  effect  on  prices  in  the  United 
States. 

During  all  the  major  war-time  inflations  in  the  United  States,  the  most 
important  factor  has  been  an  urgent  demand  for  more  United  States  goods  with 
which  to  carry  on  the  wars.  Large  scale  wars,  of  course,  require  large  quantities 
of  munitions  and  other  supplies.  The  current  war  promises  to  be  highly  mechan- 
ized—a  war  in  which  there  will  be  widespread  use  of  various  sorts  of  war 
machines,  ranging  all  the  way  from  motorcycles  to  bombing  planes  and  battleships. 
The  extent  to  which  foodstuffs,  raw  materials,  and  manufactured  goods  will  be 
bought  in  the  United  States,  however,  is  uncertain.  It  will  depend  upon  the  length 
of  the  war,  the  magnitude  of  military  operations,  the  ability  of  the  warring  nations 
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Fig.  1.  Quantity  of  United  States  Merchandise  Exported  (1923-1925  =  100.) 

to  make  purchases  abroad  and  the  availability  of  such  goods  elsewhere.    It  willl 
also  depend  upon  whether  the  United  States  becomes  involved  in  the  war. 

If  the  United  States  should  enter  the  war,  large  scale  purchases  of  war 
materials  and  supplies  in  this  country  would  seem  certain.  Our  government 
would  itself  become  a  large  purchaser.  Furthermore,  it  is  probable  that  we  would 
finance  large  purchases  by  our  allies  and  that  these  purchases  would  be  of  United 
States  produced  goods. 

As  long  as  the  United  States  does  not  become  an  active  participant,  the  effect 
of  the  war  upon  our  markets  is  likely  to  be  primarily  through  the  foreign  demand 
for  our  goods.  Consequently,  the  course  of  exports  is  one  of  the  fundamen 
things  to  watch  if  we  are  to  keep  abreast  of  the  prospects  for  inflation. 

Thus  far,  the  increase  in  our  exports  since  the  beginning  of  the  war  has  been 
no  more  than  the  normal  seasonal  increase.  This  is  indicated  by  Figure  1  which 
shows  the  monthly  course  of  the  United  States  Department  o\  Commerce  index 
of  quantity  of  exports  together  with  the  same  series  adjusted  for  normal  seasonal 
variation  by  the  University  of  Illinois  Department  of  Agricultural  Economics.1 
It  will  be  noted  that  for  the  entire  period  from  1935  to  date  there  has  been  a 

'The  index  of  seasonal  variation  is  as  follows:  Jan.  99.9,  Feb.  92.3,  Mar.  100.8,  Apr.  98.8,  May  96.8 
June  91.4,  July  90.4,  Aug.  92.5,  Sept.   102.8,  Oct.   116.1,  Nov.   110.1,  Dec.   108.2. 
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considerable  upward  trend  of  exports.    A  continuation  of  this  trend  would  not 
indicate  danger  of  inflation,  but  a  more  rapid  increase  would  be  significant. 

Increased  exports  might  not  precede  inflation — if  it  should  occur— by  as  long 
a  period  as  in  the  World  War.  A  rapid  and  sustained  increase  in  exports  was 
a  forerunner  of  the  inflation  during  the  World  War.  There  was  a  decline  in  the 
value  of  exports  during  the  first  month  of  the  war  (August,  1914),  but  this  was 
followed  by  a  rapid  increase  which  continued  through  1915  and  1916.  The  average 
level  of  commodity  prices,  on  the  other  hand,  did  not  begin  a  sustained  price  until 
in  1915.  The  increased  exports  of  1914-15  consisted  largely  of  wheat  and  resulted 
from  the  combination  of  an  unusually  large  wheat  crop  in  the  United  States  and 
an  unusually  small  crop  in  Europe  and  Canada.    Such  increase  in  demand  as 


A 

NON-AGF 

ICULTURA 

_  COMMODITIES*. 

200 

1 

\ 

1 

1  , 
1  J 
1  / 

^ 

If 

/all  commodities 

100 

Si 

50 

'11-12  ,I3-'14  'l5-*ia  'l7-'ia  '19-20  '11-12  'I3->I4         '15-16  '17-18  '19-20 

Fig.  2.  Index  Numbers  of  United  States  Exports 


there  was  from  some  quarters  in  the  first  year  of  the  war  was  largely  offset  by 
decreased  takings  by  Central  Europe.  The  quantity  of  agricultural  exports  other 
than  cotton  almost  doubled,  as  is  shown  by  the  right  hand  section  of  Figure  2. 
Cotton  exports  declined  so  drastically  that  total  exports  of  all  agricultural 
products  increased  only  moderately.  No  corresponding  indexes  are  available  of 
the  quantity  of  non-agricultural  exports  during  the  war  period.  However,  if  the 
value  of  non-agricultural  exports  of  United  States  merchandise  is  adjusted  for  the 
changing  purchasing  power  of  the  dollar,  we  obtain  a  rough  indication  of  their 
changing  quantity.  These  data  are  shown  by  the  left  hand  section  of  Figure  2. 
It  will  be  noted  that  there  was  no  great  increase  in  the  quantity  of  non-agricultural 
products  exported  until  the  second  year  of  the  war.  Apparently,  inflation  followed 
'soon  after  the  increase  in  non-agricultural  exports. 

It  should  not  be  assumed  that  the  course  of  exports  during  the  next  two  or 
three  years  will  parallel  those  of  the  World  War  period.  Rather,  the  movement 
of  foreign  purchases  and  exports  should  be  watched  as  one  indicator  of  whether 
and  when  inflation  may  occur. 

In  the  case  of  most  foodstuffs  and  raw  materials,  it  seems  likely  that  the 
United  States  will  not  be  a  very  important  source  of  supply.    Indications  are  that 
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England  and  France  will  make  every  effort  to  conserve  their  supplies  of  foreigr, 
purchasing  power.  When  they  do  make  purchases,  they  will  buy  in  the  cheapest 
available  markets — especially  if  they  must  buy  on  a  "cash"  basis — or  in  countries 
such  as  Rumania  where  their  purchases  will  have  a  favorable  political  effect  anc 
tend  to  prevent  foodstuffs  and  raw  materials  from  being  shipped  to  Germany.  Or 
the  whole,  then,  we  may  expect  increased  exports  only  of  those  products  whicl 
are  not  available  in  sufficient  supply  elsewhere.  Among  foodstuffs,  prospects  foi 
United  States  exports  seem  best  for  pork  and  pork  products,  but  there  has  thu! 
far  been  little  increase  in  exports  of  these. 
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Prospects  for  exports  of  iron  and  of  manufactured  war  machines  and  supplies 
are  highly  uncertain.  Available  business  reports  indicate  that  war  orders  made 
thus  far  have  been  confined  mostly  to  airplanes,  motor  vehicles  and  machine  tools, 
and  that  such  purchases  have  not  been  very  large.  The  relatively  small  amount  of 
lighting  which  has  thus  far  taken  place  in  Europe  suggests  that  war  machines 
and  ammunition  are  not  being  used  up  as  rapidly  as  during  the  early  months  of  the 
World  War.  If  this  character  of  the  war  should  continue,  it  might  be  that  the 
British  and  French  can  themselves  supply  most  of  the  industrial  products  which 
they  need.  Any  changes  in  the  character  of  the  war  may  be  significant  in  causing 
changes  in  the  amount  of  goods  purchased  in  the  United  States. 

Figure  3  shows  the  course  of  the  price  level  and  certain  related  factors  in  the 
United  States  for  the  years  1914  to  1917  and  in  1938  and  1939.  It  should  be  noted 
that  in  the  World  War  period  wholesale  prices  did  not  make  any  sustained 
advance  until  the  production  of  manufactures  was  approaching  the  high  level 
which  would  appear  to  represent  the  approximate  practical  limit  of  manufacturing 
capacity  of  that  time.  As  long  as  there  was  much  unemployment,  the  tendency 
was  to  increase  production  rather  than  the  prices  of  such  products.  A  similar 
tendency  exists  today.  It  is  uncertain,  however,  what  level  of  industrial  produc- 
tion represents  the  practical  capacity  of  industry.  Steel  mills  have  been  reported 
operating  nearly  at  capacity  during  recent  months,  and  there  are  some  indications 
that  for  industrial  production  generally  a  level  of  about  130  to  140  percent  of 
the  1923  to  1925  average1  may  be  the  present  practical  limit  of  our  factories  and 
mines.  From  a  longer  time  standpoint,  however,  some  further  increase  would 
presumably  be  possible  because  of  the  existing  large  amount  of  unemployment. 
Some  idea  of  this  situation  and  the  probably  maximum  limits  of  production  can 
be  gained  from  Figure  4  which  shows  the  volume  of  unemployment  in  relation 
to  industrial  production  and  the  available  supply  of  non-farm  workers. 

Although  there  still  remains  the  tendency  for  an  increase  in  the  demand  for 
most  industrial  products  to  result  in  increased  production  (when  there  is  unused 
productive  capacity)  rather  than  increased  prices,  certain  recent  changes  in  this 
tendency  should  not  be  forgotten.  The  increasing  strength  of  organized  labor 
and  the  solicitude  of  government  officials  for  the  wishes  of  labor  organizations 
lias  strengthened  a  tendency  for  wage  rates  to  rise  during  periods  of  increasing 
business  activity.  This  was  especially  evident  in  1936  and  early  1937.  Such 
increases  in  wage  rates  are  likely  to  be  reflected  in  higher  prices  of  many  com- 
modities. It  is  not  likely  that  this  combination  of  circumstances  would  in  itself 
result  in  the  type  of  price  rise  which  is  typical  of  war-time  inflation,  but  it  does 
necessitate  the  recognition  that  considerable  price  rise  of  industrial  products 
might  occur  before  employment  has  reached  a  maximum. 

A  large  increase  in  exports  even  with  industrial  production  at  capacity  would 
not  necessarily  result  in  inflation.  If  there  should  be  a  marked  increase  in  exports, 
the  way  in  which  those  exports  were  financed  would  be  of  vital  importance.  I  f 
they  were  paid  for  by  a  corresponding  increase  in  goods  (including  services) 
imported  there  would  be  no  reason  to  expect  inflation.  If  they  were  not  paid  for 
by  increased  imports,  they  could  be  financed  only  by  loans  or  by  the  sale  of 
securities  and  gold  in  this  country.  Even  then,  inflation  would  not  occur  if  the 
'people  of  this  country  were  to  give  up  an  equal  amount  of  purchasing  power  when 
i they  make  loans,  purchase  securities  or  buy  gold  from  foreign  countries.  If, 
(however,  commodity  purchases  by  foreign  governments  or  foreign  security  issues 
'bought  by  people  in  the  United  States  should  be  financed  in  any  large  degree 
through  borrowing  from  commercial  banks,  inflation  is  likely  to  follow  as  soon 
as  industrial  production  reaches  the  limit  of  its  practical  capacity. 

^his  would  also  be  130  to  140  on  Figure  3  since  the  average  level  of  the  years  1936  to  1938  was 
;100.3  on  the   1923-1925   base. 
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It  is  consequently  important  to  watch  the  course  of  bank  loans.  This  is 
shown  by  the  next  to  the  top  line  of  Figure  3.  In  the  left  hand  section,  an  index 
of  total  loans  of  national  banks  is  shown  for  call  dates.  In  the  right  hand  section, 
the  index  is  based  on  loans  by  all  reporting  member  banks  of  the  Federal  Reserve 
System.  These  latter  data  are  available  weekly,  but  the  chart  shows  only 
end-of -month  figures. 

During  the  World  War,  there  was  a  rapid  increase  in  bank  loans  and  invest- 
ments between  the  middle  of  1915  and  June  30,  1916.  Some  increase  was  of 
course  to  be  expected  accompanying  the  advancing  level  of  business  activity  in 
1915.  However,  the  increase  in  bank  credit  was  more  rapid  than  normally 
accompanies  such  a  rise  in  business  activity;  it  continued  after  business  activity 
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Fig.  4.  Industrial  Production,  and  Industrial  Employment  and 
Unemployment,  United  States,  1919-1939 


reached  a  peak  in  early  1916.   This  continued  rapid  rise  of  bank  credit  is  evidence 
that  the  war-time  exports  were  being  financed  partly  by  the  bank  credit  expansion. 

Loans  of  reporting  member  banks  averaged  8,837  million  dollars  in  the  years 
1936  to  1938  and  on  December  2,  1939  they  stood  at  8,656  million  dollars.  The 
increase  since  early  1939  appears  to  be  no  more  than  is  justified  by  the  increasing 
level  of  business  activity. 

In  appraising  inflation  prospects  during  the  current  war  there  are,  conse- 
quently, three  things  which  it  is  especially  important  to  watch:  (1)  exports. 
(2)  industrial  production,  and  (3)  bank  loans  and  investments.  A  large  sustained 
rise  of  exports  is  a  danger  signal.  Bank  credit  may  be  expected  to  increase 
somewhat  with  increasing  business  activity.  Rut  if  it  continues  upward  while 
business  activity,  though  maintained  at  a  high  level,  is  no  longer  rising,  we  have 
an  almost  certain  sign  that  inflation  is  underway.  If  inflation  does  start,  the 
extent  of  the  price  rise  will  depend  in  part  on  the  urgency  of  the  demand  for 
goods  relative  to  the  amounts  produced  and  the  extent  to  which  bank  loans  are 
permitted  to  expand.  The  attitude  of  lenders  toward  the  safety  of  such  loans  as 
well  as  the  use  of  credit  controls  of  the  Federal  Reserve  Board  might  play  ar 
important    part   in  permitting  or  in  limiting  such  a  credit  expansion. 

E.  T-  Working 
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iiG.  1.  Changes,  Between  1922  and  1938,  in 
pE  Hours  of  Man  Labor,  Horse  Labor, 
|nd  Tractor  Use  in  Growing  and  Harvest- 
to  an  Acre  of  Soybeans  in  Champaign 
ni>  Piatt  Counties 


THE  COST  OF  PRODUCING 
SOYBEANS 

Costs  per  acre.  That  part  of  the 
cost  of  producing  an  acre  of  soybeans 
for  grain  that  is  represented  by  oper- 
ating expenses  has  declined  steadily 
from  $17.51  an  acre  in  the  five-year 
period  1922-1926  to  $8.84  an  acre'  for 
the  five  years  1934-1938  in  Champaign 
and  Piatt  Counties.  By  operating  ex- 
penses is  meant  all  cost  of  production 
except  interest  on  investment  in  land. 
When  land  charges  were  added  the 
costs  were  much  higher.  The  group  of 
approximately  thirty  farmers  who  fur- 
nished the  cost  figures  on  their  soybean 
fields  from  which  these  average  acre 
costs  were  derived  had  somewhat 
higher  soybean  yields  and  better  man- 
aged farms  than  the  average  of  all 
farmers  in  the  two  counties.  In  the 
early  as  well  as  the  more  recent  period 
given  above,  the  farmers  keeping  the 
cost  records  were  on  farms  averaging 
approximately  260  acres,  which  meant 
that  their  farms  were  about  eighty 
acres  larger  than  the  average  sized 
farm  in  the  area.  The  better-than- 
average  farmers  on  these  farms  prob- 
ably had  somewhat. lower  soybean  costs 
than  many  of  their  neighbors. 

The  drop  in  the  operating  expenses 
of  producing  soybeans  can  be  chiefly 
attributed  to  an  increased  knowledge 
and  use  of  improved  methods  discov- 
ered in  growing  and  harvesting  the 
crop  during  the  expansion  of  the  acre- 
age of  soybeans  occurring  since  the 
early  twenties.  Growers  have  gradually 
improved  seedbed  preparation  to  more 
easily  control  weeds  which  formerly 
were  not  only  impairing  bean  yields  but 
made  harvesting  a  time-consuming  task. 
With  improvements  in  cultural  prac- 
tices came  the  increased  use  of  large 
tillage  machinery,  large  power  units, 
and  the  combine.  The  result,  in  spite 
of  a  marked  increase  in  the  yield  of 
soybeans  per  acre,  was  a  decided  re- 
duction in  the  labor  required  to  grow 
and  harvest  an  acre  of  the  crop. 
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Table  1. — The  Cost  of  Producing  Soybeans,  Champaign  and  Piatt  Counties, 

1922-1926  and  1934-1938 


Growing  costs  per  acre 

Man  labor 

Power 

Seed 

Other  expenses 

Total  growing  cost 

Harvesting  costs  per  acre 

Man  labor 

Combine 

Power,  truck,  and  machinery. 
Total  harvesting  cost 

Total  growing  and   harvesting 
costs  per  acre  

Land  charges 

Taxes 

Interest  on  land  at  5  percent. . 
Total  acre  cost 

Total  income  per  acre 

Net  profit  or  loss  per  acre 

Yield  per  acre,  bushels 

Net  cost  per  bushelb 


1922-1926' 


22.86 
7.91 
2.43 
2.38 


$15.58 


1934-1938 


$   .60 

1.71 

2.31 

.97 

$5.59 


$   .30 

1.32 

.42 

$2.04 


$  7.63 


1.21 

6.70 

$15.54 

$20.71 
5.17 

27.3 
$    .57 


$  .53 
1.65 
2.12 

.81 

$5.11 


$    .33 

1.26 

.47 

$2.06 


$  7.17 


1.12 

6.78 

$15.07 

$19.49 
4.42 

26.3 

$    .571 


5    .58 

1.79 

1.89 

.86 
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3  7 

$1 
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$7.02 


1.19 

6.79 

$15.00 

$18.55 
3.55 

28.5 
$   .526 


$  .63 
1.78 
1.85 
1.03 

$5.29 


$    .19 

1.43 

.28 

$1.90 


$7.19 


1.16 

6.69 

$15.04 

$23.59 
8.55 

23.6 
$   .637 


$  9.56 


1.27 
6.65 

$17.48 

$20.60 
3.12 

25.6 

$    .67S 


$   .62 

$   .64 

1.62 

1.69 

4.09 

1.61 

1.10 

1.04 

$7.43 

$4.98 

$   .30 

$   .42 

1.46 

1.19 

.37 

.62 

$2.13 

.sj.23 

$  7.21 
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$21 
6. 


34 
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71 

32 
20 
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aNo  attempt  was  made  to  separate  harvesting  from  growing  costs  these  years. 
bAfter  allowing  credit  for  straw  and  pasture. 

Man  labor  required  to  produce  soybeans  for  grain  declined  from  12.1  hours  am 
acre  during  the  five-year  period  ending  in  1926  to  4.3  hours  in  the  five-year  period 
terminating  in  1938.  Horse  labor  during  the  same  time  declined  from  27.9  hours 
to  3.2  hours  an  acre.  In  fact,  in  1938  there  was  only  0.7  of  an  hour  of  horse  labor 
used  to  produce  an  acre  of  beans  on  the  farms  studied  that  year.  This  reduction 
in  horse  hours  together  with  the  reduction  in  man  labor  was  largely  caused  by  the 
increase  in  the  use  of  tractors  from  0.9  of  an  hour  per  acre  during  the  five  Years 
of  1922-1926  to  2.2  hours  an  acre  in  the  period  1934-1938. 

All  of  the  bean  fields  included  in  the  study  in  east  central  Illinois  during  1937 
and  1938  were  harvested  with  the  combine.  This  method  of  harvesting  soybeans 
had  been  used  for  as  much  as  85  percent  of  the  crop  in  1933,  after  which  year 
the  practice  was  increased  and  included  the  whole  crop  by  1937. 

Since  1933,  the  cost  of  preparing  the  seedbed  and  planting  the  soybean  crop 
has  changed  but  little.  Except  in  1937,  when  cleaned  and  inoculated  seed  beans 
were  valued  by  the  farmers  cooperating  in  this  study  at  approximately  $2.00  a 
bushel,  the  cost  of  growing  soybeans  until  ready  for  combining  was  approximately 
$5.00  an  acre.  The  cost  of  harvesting  the  crop  during  this  same  period  varied 
from  $1.79  an  acre  in  1933,  when  beans  yielded  22.4  bushels  an  acre,  to  $2.23  in 
1938,  when  yields  were  nearly  33  bushels  an  acre.  Where  the  combine  was  owned 
and  operated  by  the  operator  of  the  farm  on  which  the  data  were  gathered,  the 
cost  of  operating  the  machine  was  kept  separate  in  the  accounting  from  the  cost 
of  the  labor  of  the  operator  and  his  hired  help.  Where  the  combining  of  beans 
was  contracted  to  be  done  by  an  outside  party,  the  total  cost  of  this  custom 
work  was  included  in  the  item  "combine"  in  the  accompanying  table. 

Excluding  1937  when  seed  was  high,  the  cost  of  growing  and  harvesting  ar 
acre  of  beans  before  making  any  charge  for  land  or  taxes  was  approximately 
$7.00  an  acre  during  the  six  years  ending  in  1938.  In  this  period,  the  land  charge 
was  nearly  $1.00  greater  than  the  growing  and  harvesting  costs.  The  value  of 
the  bean  crop  in  cast  central  Illinois  since  1934  has  been  sufficient  to  pay  all  costs 
of  production,  including  5  percent  interest  on  land  values,  and  to  leave  a  profit  tc. 
the  grower  in  every  year.  Between  1922  and  1934,  soybeans  had  not  shown  a 
profit  for  the  grower  except  in  1923  and  1929. 
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Costs  per  bushel.    The  cost  of  producing  a  bushel  of  soybeans  in  east 

j  central  Illinois  during  the  five  years  1922-1926  was  $1.48  for  an  average  crop 

:  yield  of  16.6  bushels  per  acre.   The  average  bushel  cost  for  the  five  years  ending 

-   in  1938  was  57  cents  for  an  average  yield  of  27.3  bushels  per  acre.    The  lowest 

cost  per  bushel,  46  cents,  occurred  in  1938.   This  low  cost  per  bushel  was  obtained 

by  growers   through  keeping  their  acre  costs  low,   and  through   obtaining  the 

highest  bean  yield  of  the  seventeen  years.  td    u  Wtt  cox 


PREMIUMS  FOR  WHITE  CORN 

The  current  year  has  started  out  with  a  premium  of  10.5  cents  for  No.  3 
white  corn  over  No.  3  yellow  corn  at  Chicago.  This  compares  with  a  premium 
of  1.1  cents  a  year  earlier.  Since  the  premium  last  crop  year  increased  from  1 
cent  a  bushel  in  November,  1938  to  11  cents  in  October,  1939  an  equal  advance 
in  the  current  year  would  mean  a  premium  of  21  cents  at  the  close  of  the  current 
season.   Such  an  increase,  however,  is  not  at  all  likely. 
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Fig.  1.  Premiums  for  White  Corn  (And  Related  Factors) 

Illinois  is  one  of  the  more  important  sources  of  white  corn  for  commercial 
nilling.  We  are  interested  not  only  in  the  current  situation — whether  the  premium 
,v ill  be  maintained  throughout  the  coming  months — but  also  in  any  clues  that 
kvill  help  us  to  anticipate  what  the  situation  will  be  for  the  next  crop  year. 

The  premium,  in  the  final  analysis,  depends  upon  the  relationship  between  the 
lemand  for  and  supply  of  white  corn  relative  to  the  demand  for  and  supply  of 
fellow  corn  at  any  given  time  and  place.  White  corn  is  used  for  the  production 
>f  white  corn  meal,  hominy,  breakfast  foods,  and  in  the  brewing  industry.  Any 
mrplus  above  requirements  for  industrial  uses  must  be  used  for  ivvA  and  com- 
pete directly  with  yellow  corn.  If  a  sufficient  quantity  of  white  corn  is  produced 
o  more  than  satisfy  the  needs  of  processors  of  white  corn  there  will  be  no 
premium  and  the  same  factors  that  determine  the  price  of  yellow  corn  will 
letermine  the  price  of  white  corn.  One  of  these  factors  is  the  nutritive  value  of 
:orn  relative  to  other  feedstuff's.  In  this  respect  yellow  corn  has  some  advantages 
>ver  white  corn  and  may  sell  at  a  higher  price  "than  white  corn  for  use  as  feed. 
Vs  a  general  rule,  however,  white  and  yellow  corn  will  sell  for  about  the  same 
•rice  in  the  Chicago  market  when  white  corn  is  so  plentiful  that  part  of  it  must 
ompete  directly  with  yellow  corn  as  feed. 

Supply  of  white  corn  is,  therefore,  a  very  important  contributing  factor. 
Jnfortunately,  we  do  not  have  data  on  white  corn  production   for  the  United 
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States.    We  do  have  data  on  Illinois  production  for  1935,  1936,  1938  and  1939 
and  on  the  amount  of  white  corn  inspected  at  principal  corn  belt  markets,  1m 
the  data  on  inspections  are  of  very  little  forecasting  value.    If  white  corn  pro 
duction  remained  a  constant  fraction  of  total  corn  production,  our  estimates  o 
total  corn  production  would  give  us  an  equally  reliable  estimate  of  white  con 
production.    Prior  to  the  greatly  expanded  use  of  hybrid  yellow  corn,  a  shorj 
crop  of  all  corn  in  the  states  where  much  white  corn  is  grown  would  suggest  ; 
short  crop  of  white  corn  and  a  bumper  crop  of  all  corn  would  suggest  that  whit 
corn  orobably  would  be  available  in  quantities  so  large  that  no  premium  wouh 
be  paid.   For  example,  a  substantial  premium  was  paid  for  white  corn  at  Chi 
when  total  corn  production  was  drastically  reduced  by  weather  conditions  btl 
no  premium  would  ordinarily  be  paid  if  corn  production  were  normal  or  al 
normal.    (See  Fig.  1).    The  year  1939  is  the  outstanding  exception  to  this  rule 
As  far  as  supply  is  the  determining  factor,  white  corn  now  makes  up  a  smalle  j 
fraction  than  formerly  of  total  corn  production.    (See  Table  1).    In  the  absenc 


Table  1. — Illinois  Corn  Production — Yellow,  White,  and  Mixed 
as  Percent  of  Total  Production1 


1935 

1936 

1938 

1939 

State 

75.6 
19.0 

5.4 

8.5 
16.4 

3.3 
15.9 

8.5 
18.0 
26.1 
39.9 
30.8 

81.6 

15.2 

3.2 

8.2 
16.6 

3.4 
16.1 

8.6 
19.0 
25.2 
39.0 
30.9 

89.5 
8.3 

2.2 

3.9 

6.1 

1.8 

10.9 

3.6 

9.0 

16.1 

32.9 

28.7 

89.4 
8.3 

2.3 

3.0 

5.1 

1.6 

11.0 

3.7 

8.2 

17.3 

31.2 

27.6 

White 

Other 

White  corn  production  by  districts: 
(%  of  total) 

Northwest 

Northeast 

West 

Central 

East 

Southwest 

Source,  Illinois  Cooperative  Crop  Reporting  Service. 
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of  a  premium  for  white  corn  there  was  no  particular  inducement  to  plant  whit 
corn  in  the  spring  of  1938  but  considerable  pressure  to  plant  yellow  hybrids 
In  the  spring  of  1939  there  was  a  substantial  premium  paid  for  white  corn  whicl 
might  be  expected  to  encourage  some  additional  plantings  of  white  corn.  How.1 
ever,  there  was  no  change  in  the  fraction  of  total  corn  harvested  that  wa: 
represented  by  white  corn  according  to  the  results  of  the  survey  just  completer 
by  the  Illinois  Cooperative  Crop  Reporting  Service  and  reported  in  Table  1 
Any  inducements  offered  by  the  premium  last  spring  to  plant  white  corn  wer 
offset  by  inducements  to  shift  to  yellow  hybrids. 

The  demand  for  white  corn  varies  with  industrial  activity  and  changes  in  th< 
foreign  situation.  Data  are  not  available  concerning  industrial  utilization  of  whito  t 
corn  but  if  we  let  changes  in  wel  process  grindings  of  corn  indicate  changes  ii 
the  quantity  of  while  corn  used  by  industry,  considerable  variation  is  apparen 
from  year  to  year.  |  Fig.  1  ).  When  grindings  increase  during  short  crop  year 
a  substantial  premium  is  paid  \(>v  white  corn.  With  a  large  crop,  however 
there  may  be  so  much  white  corn  available  that  even  with  increased  grinding 
there  will  be  some  white  corn  that  will  have  to  compete  with  yellow  corn  as  teed 
Under  these  circumstances  no  premium  is  possible.  During  1939  the  demam 
for  white  corn  was  well  maintained  and  increased  during  the  fall  months.  Thi 
increase  in  industrial  uses  would  not  have  led  to  a  significant  premium,  however 
if  the  production  of  white  corn  had  maintained  its  1935-1936  relationship  to  th> 
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%  production  of  all  corn.    It  appears,  therefore,  that  a  limited  supply  of  white  corn 
%  was  the  principal  contributing  factor  to  the  white  corn  premium  in  1939. 

Outlook  for   1940.    In  the  summer  and  fall   of   1939  industrial  buyers  of 

fj:  white  corn  paid  enough  for  white  corn  to  bring  or  keep  it  from  under  seal  in 

ri\  connection  with  the  corn  loan  program.    As  the  price  of  yellow  corn  at  Chicago 

'r  approached  and  reached  the   loan  price   in   December,   the   price   of   white  corn 

!i  failed  to  rise  an  equal  amount,  and  the  premium  declined  somewhat.    For  the 

*|  rest  of  the  current  crop  year  the  extent  of  the  premium  for  white  corn  will  be 

:  determined  by  the  extent  to  which  the  current  good  demand  is  maintained  and 

l5  by  the  quantity  of  white  corn  available  for  market.    The  demand  depends  upon 

:ithe  rate  of  industrial  activity  which  is  reflected  in  consumers  incomes  and  upon 

;:  the  export  outlet.    Both  the  domestic  and  foreign  demands  have  been  maintained 

at  a  high  level  during  recent  months  although  there  is  evidence  of  a  slowing  down 

in  some  important  industries.    It  would  seem  that  the  United  States  continues  to 

be  the  cheapest  source  of  corn  products  to  many   foreign  countries,   including 

Great  Britain.   Even  though  some  industries  may  slow  down  during  the  next  few 

months,  if  the  war  continues  it  is  probable  that  the  demand  for  white  corn  will  be 

well  maintained. 

It  seems  that  corn  millers  have  been  concerned  about  getting  enough  white 
4  corn  to  carry  them  through  next  summer  and  that  they  have  no  large  stocks  of 
white  corn  on  hand.    With  the  supply  of  white  corn  limited  in  the  commercial 
white  corn  producing  area  of  the  corn  belt  in  absolute  amounts  as  well  as  relative 
to  the  supply  of  yellow  corn  a  sustained  demand  for  white  corn  products  could 
very  easily  force  the  millers  to  pay  a  premium  for  white  corn  in  the  months  ahead. 
The  extent  of  the  premium  existing  during  the  early  months  of  1940 — up  to 
planting  time — may  tend  to  affect  the  acreage  planted  to  white  corn  in  1940.   This 
I  .factor  will  be  more  important  as  we  approach  the  saturation  point  in  the  use  of 
yellow  hybrids.   Unless  and  until  it  becomes  possible  to  obtain  well-adapted  com- 
mercial white  corn  hybrids,  however,  there  would  be  a  tendency  to  raise  yellow 
Jlhybrids  unless  a  premium  were  paid  for  white  corn.   In  some  white  corn  producing 
"■areas  of  Illinois  an  increased  interest  is  being  shown  in  seed  of  white  hybrids  for 
1940  planting.    This  increased  interest  in   white  corn  may   forecast  lower  pre- 
niums   for  the   1940  crop.    Because  of  the  inability  to  obtain  a  premium  but 
liwith   the   possibility  of   obtaining  a   discount   for  white  corn  when  production 
"Sis  in  excess  of  industrial  needs  there  has  been  little  inducement  to  develop  white 
rybrids  on  a  commercial  scale.    Farmers  may  feel  that  their  cost  of  production 
Tiay  be  reduced  enough  by  the  use  of  the  best  yellow  hybrids  that  it  will  take  a 
premium  to   induce   plantings   adequate   to   provide    for   industrial   needs   during 
•eriods  of  prosperity  and  increasing  business  activity.  G.  L.  Iordax 

Footnotes  for  the  following  page: 

'-"The  first  source  is  for  annual  data;  the  second  is  for  current  data  from  which  tables  may  be  brought 
i    date. 

'Survey  of  Current    Business,   1936   supplement,  U.S.    Dept.   of  Commerce;   subsequent   monthly 
i     as    footnote    1.    Illinois   Crop  and   Livestock   Statistics,   Circular  438    (1937);   monthly   mimeographs   <>t 
-tical    Tables    for   Illinois   Crop   Report,   converted    from    1910-14  =  100   to    1924-29  =  100    by    mulh' 
v    .7151.     ^Agricultural    Situation,    Bureau    of    Agricultural    Economics.    U.S.I). A.:     Agricultural    Situation, 
rted   from    1910-14=  100   to    1924-29=  100   by   multiplying   by   .6486.     'Calculated    from   data    furnished 
Bureau    of    Agricultural    Economics;    Survey    of    Current     Business,    seasonally    adjusted.     '"Calculated    by 
rtment  of  Agricultural   Economics,  University  of  Illinois,   seasonally  adjusted.     Data    Mom   Farm    h 
■ureau    of    Agricultural    Economics;    P..A.E.    monthly    mimeograph.     Receipt-    from    Sale    of    Prii 
roducts    (government    payments    not    included).     'Obtained    by    dividing    Index    of    Illinois    harm    Income 
olumn    6)    by   Index   of   Prices   Paid   by   Farmers    (column    4).     »Monthl\     I  ultural    and 

nal    Income,    Supplement,    August,    1937.    B.A.E.;    Price    and    Demand    Situation,    or    Agricultural    Sltua- 
on.     "Survey    of    Current    Business,    1938    Revision;    subsequent    monthly    issues,    unadjusted    for    seasonal 
•iriation.     '"Federal    Reserve    Bulletin   of   Federal    Reserve    Board,    September,    1933    and    subsequent    i 
urvey    of    Current    Business,    seasonally    adjusted.     "Preliminary    estimate.     "Illinois    Crop    and    Lh 
itatistics,   Cir.   438;   Monthly   price   releases,    State   Agricultural    Statistician. 
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Tabu    a.     Indexes  oi    I   ■) States  Agricultural  and  Business  Conditions 


Commodity  prices 


Year  and 

mniith 


;  n-riod , 

1929 

1930 

1931 

1932 

1933 

1934 

1935 

1936 

1937 

1938 

Nov. .  . 

Dec... 

1939  Jan..  .. 

Feb... 

Mar. .  . 
Apr.. . . 
May. . 
June. . 
July... 
August 
Sept. .  . 
Oct. .  .  . 
Nov. .  . 


Wholesale  prices 


All  com- 
modities1 


1926 
95 
86 
73 
65 
66 
75 
80 
81 
86 
79 

78 
77 
77 
77 
77 
76 
76 
76 
75 
75 
79 
79 
79" 


Farm 
products2 


1926 
105 

88 

65 

48 

51 

65 

79 

81 

86 

69 

68 
68 
67 
67 
66 
64 
64 
62 
63 
61 
69 
67 
68" 


Illinois 
farm 
prices3 


1924-29 
104 
89 
62 
41 
45 
61 
82 
86 
96 
69 

66 
66 
66 
66 
66 
64 
65 
62 
61 
58 
71 
67 
67" 


Prices 
paid  by 
farmers4 


1924-29 

99 
94 
80 
69 
71 
80 
81 
80 
84 
80 

78 
78 
78 
78 
78 
78 
78 
78 
78 
77 
79 
79 
79 


Income  from  farm  marketings 


U.S. 

In 

money6 


1924-29 
103 
83 
58 
43 
49 
57 
64 
75 
81 
70 

70 
68 
68 
60 
64 
64 
65 
60 
62 
71 
92 
96 


Illinois 


In 
money6 


1924-29 
103 
87 
58 
43 
51 
55 
65 
82 
86 
81 

90 
80 
99 
82 
103 
75 
82 
72 
67 
60 
73 
80 


In  pur- 
chasing 
power7 


1924-29 
104 

93 

72 

62 

72 

69 

80 
102 
102 
101 

116 
103 
127 
105 
132 

96 
105 

92 

86 

78 

92 
101 


Non- 
agricul- 

tural 
income8 


1924-29 
107 
100 

87 

68 

63 

72 

77 

90 

95 

88 

90 

90 

91 

91 

91 

90 

91 

92 

92 

93 

93" 

96 


Factory 
payrolls9 


1923-25 
110 
89 
68 
47 
50 
64 
74 
86 
102 
78 


Indus- 
trial 
produc- 
tion10 


1923-25 
119 

96 

81 

64 

76 

79 

90 
105 
110 

86 


84 

103 

87 

104 

84 

101 

86 

98 

88 

98 

86 

92 

85 

92 

87 

98 

84 

101 

90 

103 

94 

111 

102 

121 

124" 

Table  B. — Prices  of  Illinois  Farm  Products1 


Product 


Calendar  year  average 


1937 


1938 


Nov. 
1938 


Current  months 


Sept. 


Oct. 


Nov. 


Corn,  bu 

Oats,  bu 

Wheat,  bu 

Barley,  bu 

Soybeans,  bu..  .  . 

Hogs,  cwt 

Beef  cattle,  cwt.. 

Lambs,  cwt 

Milk  cows,  head. 
Veal  calves,  cwt. 

Sheep,  cwt 

Butterfat,  lb. .  .  . 

Milk,  cwt 

Eggs,  doz 

Chickens,  lb 

Wool,  lb 

Apples,  bu 

Hay,  ton 

Potatoes,  bu 


J?    .81 

.42 

1.30 

.66 

1.94 

9.97 

8.57 

12.22 

78.00 

11.27 

6.52 

.42 

2.32 

.30 

.21 

.36 

1.59 

13.38 

1.39 


$    .94 

.39 

1.10 

.84 

1.20 

10.11 

8.93 

9.58 

61.00 

9.43 

4.09 

.32 

1.92 

.20 

.16 

.32 

1.18 

12.41 

1.12 


$   .45 

.24 

.68 

.53 

.75 

8.06 

7.68 

7.76 

60.00 

8.89 

3.36 

.25 

1.66 

.19 

.15 

.21 

.95 

7.65 

.73 


.37 
.21 
.56 
.41 
.60 
.40 
.80 
.80 


62.00 

9.10 

3.20 

.24 

1.65 

.27 

.13 

.22 

1.15 

6.60 

.60 


$   .51 

.31 

.75 

.43 

.70 

7.40 

8.60 

8.40 

61.00 

9.50 

3.40 

.23 

1.55 

.16 

.13 

.29 

.70 

6.00 

.85 


$    .42 

.28 

.74 

.44 

.70 

6.70 

8.40 

8.30 

62.00 

9.60 

3.20 

.25 

1.75 

.20 

.12 

.33 

.70 

5.80 

.80 


$   .42 

.31 

.79 

.43 

.80 

6.10 

8.40 

8.20 

62.00 

9.50 

3.40 

.29 

1.85 

.24 

.12 

.31 

.75 

6.20 

.80 


1  '-For  sources  of  data  in  tables  see  previous  page. 

Printed  in  furtherance  of  the  Agricultural   Extension  Act  approved  by  Congress  May  8,    1914.     H.   P.    Rusk 
Director,   Extension   Service  in  Agriculture  and   Home   Economics,   University  of   Illinois 
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PROSPECTS  FOR  EXPORTS  OF  DAIRY  PRODUCTS 

The  improvement  in  the  domestic  demand  for  dairy  products  since  September 
1,  1939,  has  resulted  in  substantial  increases  in  prices  for  these  products.  Unless 
unforeseen  developments  occur  in  the  present  European  situation,  however,  it  is 
unlikely  that  there  will  be  any  marked  increase  in  exports  of  dairy  products  from 
the  United  States  during  1940.  Consequently,  if  any  significant  changes  occur  in 
the  prices  of  butter  and  other  dairy  products  in  1940,  they  are  likely  to  result 
primarily  from  changes  in  domestic  demand. 

Some  of  the  factors  which  should  be  considered  in  analyzing  this  situation 
are  summarized: 

1.  The  United  States  exports  of  butter,  cheese,  and  concentrated  milk  during 
the  World  War  increased  from  .3  percent  of  the  total  production  of  manufac- 
tured dairy  products  in  1914  to  a  peak  of  6.0  percent  in  1919  (Table  1).  Follow- 
ing the  war,  exports  declined  rapidly.  In  1937  and  1938,  only  one-fifth  of  one 
percent  of  the  production  of  these  products  was  exported. 

Table  1. — United  States  Exports  of  Dairy  Products,  1914-1919  and  1937-19381 


Year 

Butter 

Cheese 

Concentrated 
milk 

Percentage  of 
total  production 
of  manufactured 
dairy  products2 

1914 

i 

3  688 
17  941 
26  561 

7  193 
26  194 
34  556 

800 
1   959 

l  thousands  of  pounc 
2  428 
62  953 
14  093 
S3  372 
48  405 
14   160 

1    156 

1  481 

s 

16  209 
37  236 
159  578 
259  141 
551   140 
852  865 

30  846 
29   125 

0.3 

1915 

2.3 

1916 

2.7 

1917 

2.8 

1918 

5.6 

1919 

6.0 

1937 

0  2 

1938 

0.2 

'From  annual  reports  of  "Foreign  Commerce  and  Navigation  of  the  United  States,"  United  States  Department 
jf  Commerce. 

2Milk  equivalent  basis. 

2.  Wholesale  prices  of  market  milk,  condensery  milk,  and  butter  were  lower 
n  1915  than  in  1914  even  though  exports  of  these  products  were  higher  (Table 

2).  The  small  increase  in  exports  of  manufactured  dairy  products  from  1914  to 
1915  was  less  than  year-to-year  changes  in  total  milk  production,  and  was  not 
sufficient  to  raise  the  domestic  prices  of  these  products. 

3.  Large  increases  in  capital  made  available  to  foreign  countries  from  the 
Jnited  States  was  one  of  the  principal  factors  making  possible  the  marked 
ncreases  in  domestic  prices  in  this  country  during  the  World  War,  particularly 
:rom  1917  to  1919  when  governmental  loans  were  at  their  peak  (Table  2).  Prices 
>f  dairy  products  increased  during  this  period  along  with  the  increase  in  the 
general  level  of  prices. 

4.  Exports  of  concentrated  milk  increased  from  16  million  pounds  in  1914  to 
553  million  pounds  in  1919  (Fig.  1) — the  greatest  increase  of  any  of  the  dairy 
>roducts  exported.    Foreign  buyers  of  concentrated  milk  were   forced  to  pay 
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Table  2. — Wholesale  Prices  of  Market  Milk,  Condensery  Milk,  and  Butter  in  the 

Chicago  Dairy  District,  and  Capital  Available  to  Foreign 

Countries  from  the  United  States,  1914  to  1921 


Year 


I'll  i 
1915 
1916 
1917 
1918 
1919 
1920 
1921 


Market 

milk 


At 
n  series 


per  100  lbs.  of  3.5  percent  milk 


J1.60 
1.58 

1.72 
2.37 
2.87 
3.25 
3.17 
2.09 


J51.5K 
1.55 
1.72 
2.43 
2.87 
3.25 
2.94 
1.87 


Price  of 

t  'hie, mn 
92-score 
butter 


cents  per  lb. 
26 
25 
31 
40 
50 
58 
42 
39 


Capital  available  to  foreign  countries 
from  the  United  States2 


Securities  sold 

Govern- 

and private 

ment 

amount  of 

loans 

loans 

capital 

millions 

$    410 

$    410 

1,794 

1.794 

1,800 

1.800 

300 

#2,717 

3,017 

150 

2,877 

3,027 

515 

1,781 

2,296 

571 

240 

811 

303 

86 

389 

'From  111.  Exp.  Sta.  Bui.  269.     1925.     pp.  536  and  538. 

'Foi    I'M  1-1918,   from  Review  of   Economic  Statistics,   No.   3,  July   1919.      Pp.   240-248.      For   1919-1921,  from 
Fetter,  1''.  \Y.,  International  Balance  of  Payments  of  the  United  States,  Foreign  Policy  Report,  May,  1936. 


farmers  high  prices  in  order  to  get  the  quantity  of  milk  needed.  Likewise,  they 
were  forced  to  pay  processors  high  returns  on  their  capital  to  encourage  them  tc 
build  enough  condenseries  to  manufacture  the  quantity  of  product  needed 

5.  The  capacity  of  condenseries  in  the  United  States  has  been  increasing  ir 
recent  years.  In  1938,  the  production  of  condensed  and  evaporated  milk  in  thfl 
country  was  over  three  times  that  of  1914  and  over  three  times  the  volumt 
exported  in  the  peak  year  of  1919  (Fig.  1).  In  contrast,  the  total  production  oi 
concentrated  milk  in  1914  was  less  than  three-fourths  of  the  volume  exported 
in  1919.  This  indicates  the  marked  expansion  in  this  industry,  particularlv  iron 
1915  to  1919. 

6.  During  the  past  23  years,  there  has  been  a  marked  increase  in  the  produc 


tion  of  creamery  butter  in  Canada.   From  84  million  pounds  in  1915,  this  increasec    ;vt 
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to  92  million  pounds  in  1919,  and  372  million  pounds  in  1938.  The  1938  produc- 
tion of  Canadian  creamery  butter  was  11  times  the  volume  of  butter  exported 
from  the  United  States  in  1919. 

7.  When  the  domestic  demand  for  butter  is  strong,  usually  its  price  is  higher 
than  for  Canadian  butter.  Thus,  from  September  to  November,  1939,  weekly 
quotations  of  the  price  of  92-score  butter  in  New  York  averaged  28.6  cents  per 
pound,  compared  with  23.9  cents  for  Number  1  quotations  of  butter  in  Montreal, 
or  a  net  difference  of  4.7  cents  per  pound. 

An  analysis  of  the  present  situation  indicates  that  marked  increases  in  prices 
of  dairy  products  resulting  from  exports  during  1940  are  unlikely.  In  the  first 
place,  as  compared  with  the  World  War,  there  is  a  scarcity  of  both  money  and 
credit  in  England  and  France.  Consequently,  purchases  from  these  countries  are 
likely  to  be  limited  to  absolute  essentials.  During  the  World  War  these  countries 
were  the  largest  buyers  of  our  dairy  exports. 

Second,  because  of  their  relative  cheapness  and  convenience,  England  is  likely 
to  increase  its  purchases  of  dairy  products  from  Canada,  New  Zealand,  or 
Australia,  before  tapping  other  sources.  As  compared  with  the  World  War, 
Canada  is  far  better  equipped  to  furnish  substantial  volumes  of  these  products. 
Also,  under  present  conditions  of  exchange,  a  saving  of  at  least  12  percent  can 
be  made  by  buying  from  those  whose  money  standard  is  based  upon  the  English 
pound  rather  than  the  American  dollar. 

Third,  with  our  present  production  capacity,  a  small  volume  of  concentrated 
milk  and  other  dairy  products  could  be  exported  without  materially  affecting  the 
1  prices  of  these  products.  r.  \y.  Bartlett 
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PROSPECTS  FOR  EXPORTS  OF  GRAIN  AND  LIVESTOCK  PRODUCTS 


Exports  of  grain  and  livestock  products  will  likely  prove  disappointing  in 
<  1940.  Many  people,  remembering  1916-1919,  when  high  prices  prevailed  during 
and  after  the  World  War,  thought  that  a  great  wave  of  exports  would  set  in 
at  after  the  outbreak  of  the  current  war  last  September.  So  far  these  anticipations 
c  shave  not  been  realized.  The  wrarring  nations  had  accumulated  considerable  stocks 
of  certain  items  (fats),  have  forced  curtailments  in  consumption  of  more  expen- 
sive food  stuffs,  such  as  butter  and  bacon,  and  have  fixed  prices  on  certain  items 
which  are  not  attractive  to  American  exporters.  Certain  products  like  cattle  and 
wluat  have  been  obtainable  more  cheaply  in  other  countries  than  the  United 
States;  the  former  in  Argentina;  the  latter  in  Argentina  and  Canada.  Also,  live- 
stock feeding  in  England  has  been  curtailed.  Wars  make  people  poor  and  they 
buy  the  cheaper  kinds  of  foods. 

For  the  near  future  the  following  trends  appear  likely:     (1)  Little  increase  in 
exports  of  pork  to  Europe,  the  increase  reflecting  our  high  production  rather  than 
war   demand;    (2)    Some  exports   of   light   weight  hog  carcasses   to   Canada   to 
replace  increased  exports   from  that  country  to   Great   Britain;    (3)    Moderate 
increases  in  exports  of  lard  because  of  huge   supplies   here;    (4)    Little  or  no 
export  of  wheat  because  of  high  prices  here  and  the  reduction  in  supplies  caused 
by  the  drouth  in  the  southwest;  (5)   Continued  increase  in  interest  in  American 
ybeans  on  the  part  of  European  buyers  on  account  of  the  remoteness  of  Man- 
urian   beans;    (6)    Some   exports   of   corn    and    of    corn    products   to    Europe 
ecause  of  short  supplies  of  corn  in  Argentina  and  the  cheapness  of  corn  prod- 
ucts as  a  source  of  food;  (7)   Possibility  of  increased  exports  of  feed  grains  to 
Canada  to  provide  feed  for  hogs  in  connection  with  exports  of  pork  from  Canada. 
The  emphasis  here  is  on  grains  (corn  and  soybeans),  because  of  special  cir- 
mstances  and  of  cheapness.    Export  of  grain  would  be  larger  if  not  hampered 
shortage  of  ships.   Removal  of  American  ships  from  the  North  Atlantic  trade 
d  the  delays  caused  by  convoys  apparently  have  created  a  shortage  of  shipping. 
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Later  on,  if  the  war  continues,  the  reduction  in  accumulation  of  storage  stocks, 
the  possibility  of  crop  failures  somewhere,  and  difficulties  of  shipping  from  a 
more  remote  country  like  Argentina  may  cause  purchases  to  be  increased  here. 
If  the  war  proves  to  be  long,  exports  after  the  war  are  likely  to  be  larger,  just  as 
they  were  after  1918,  to  provide  food  to  restore  semi-famished  people,  particularly 
if  at  that  time  this  country  should  be  liberal  with  relief  or  should  make  some 
rehabilitation  loans.  L.  J,  Norton 
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Fig.  1.  Changes,  Between  1920  and  1938, 
in  the  Hours  Of  Man  Labor,  Horse  Labor, 
and  Tractor  Use  i.\  Growing  and  Hah 
vesting  in  \i  re  of  corn,  husked  from  the 
Standing  Stalk,  in  Champaign  and  Piatt 
Counties 


HOURS  PER  acre  THE  COST  OF  PRODUCING  CORN 

Costs  per  acre.  Figures  on  the  cost 
of  producing  corn  have  been  kept  each 
year  since  1913  by  a  selected  group  of 
Illinois  farmers  cooperating  with  the 
University  in  a  study  of  the  cost  of 
producing  farm  products.  The  early 
study  in  the  northern  two-thirds — or 
the  corn-belt  portion — of  the  state  was 
with  farmers  in  Hancock  County,  con- 
tinuing from  1913  through  1922.  In 
1920,  the  work  was  expanded  to  in- 
clude a  group  of  farmers  in  Champaign 
and  Piatt  Counties,  where  it  has  been 
carried  on  continuously  to  date.  The 
operating  expenses  in  the  cost  of  pro 
ducing  corn,  which  include  all  costs 
other  than  interest  on  the  value  of  land, 
averaged  $11.61  an  acre  in  Hancock 
County  during  the  three-vear  period 
1913-1915.  In  Champaign  and  Piatt 
Counties  in  the  first  five  years  of  the 
study  in  that  area,  1920-1924,  the 
operating  expenses  per  acre  were 
$17.16,  from  which  point  they  declined 
irregularly  to  $10.83  in  the  five-yea 
period  1934-1938.  When  land  charges 
were  added,  the  total  costs  per  acq 
were  much  higher. 

The  group  of  farmers  cooperating  ii 
the  cost  study  had  somewhat  highej 
corn  yields  than  average  for  then 
count)'  and  their  farms  were  approxi 
mately  80  acres  larger  than  the  aver- 
age of  their  neighbors.  As  a  result  ol 
these  factors  and  also  because  tin 
farms  of  the  cooperators  were  bettei 
managed  than  most  farms  in  their  lo 
cality,  the  costs  of  producing  corn  wen 
no  doubt  lower  on  these  selected  farm 
than  mi  all  farms. 

The  operating  expenses  in  producinj 
corn  in  Hancock  County  from  1913  t( 
1922  were,  of  course,  influenced  by  th< 
increases  in  wages,  in  the  prices  o 
feeds   fed  to  horses  used  in  producinj 
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the  corn  crop,  and  in  other  expenses  during  the  war  period.  Taxes,  however,  rose 
very  little  on  the  farms  during  the  war,  but  made  their  most  appreciable  rise  after 
1918.  By  1922,  land  taxes  for  the  cooperating  Hancock  County  farms  had 
reached  2.6  times  their  1913  level.  Tractors  did  not  come  into  use  on  these  farms 
until  1916  and  did  not  exert  much  influence  on  the  amount  of  horse  labor  used  in 
corn  production  until  the  late  twenties.  The  rapid  adoption  of  the  general-purpose 
tractor  from  then  on  further  reduced  need  for  horses  by  substituting  mechanical 
power  in  their  place.  By  1933,  the  mechanical  corn  picker  had  begun  to  establish 
itself  in  Champaign  and  Piatt  Counties,  and  by  1938,  81.7  percent  of  the  corn 
acreage  on  the  farms  in  the  study  was  husked  with  the  mechanical  corn  picker. 

The  number  of  man  hours  used  in  growing  and  harvesting  an  acre  of  corn 
from  the  standing  stalk  in  Champaign  and  Piatt  Counties  declined  from  an 
average  of  14.4  in  the  three  years  1920-1922,  to  8.2  in  the  three  years  1936-1938. 
Horse  labor  between  the  same  two  periods  declined  from  an  average  of  33.4  hours 
an  acre  to  9.3  hours,  dropping  as  low  as  6.4  hours  an  acre  in  1938.  At  the  same 
time  in  this  post-war  period,  large-sized  and  more  adaptable  power  units  were 
increasing  in  use  in  corn  production,  and  found  their  place  on  these  corn-belt 
farms.  They  were  used  as  power  for  large  cultivator  units  and  mechanical  corn 
pickers  as  well  as  for  ground  preparation.  The  use  of  tractors  in  producing  an 
acre  of  corn  increased  from  slightly  less  than  0.7  of  an  hour  an  acre  in  the  period 
1920-1922,  to  3.6  hours  in  the  period  1936-1938.  All  of  the  farms  under  study  in 
the  recent  three-year  period  used  tractors  to  cultivate  corn. 

From  1920  to  1930  in  Champaign  and  Piatt  Counties,  the  cost  of  preparing 
the  seedbed,  planting  the  crop,  and  all  other  expenses  connected  with  growing 
the  corn  crop  to  the  time  of  harvest,  fluctuated  from  year  to  year  between  a  low 
of  $9.55  to  a  high  of  $11.34  an  acre.  Total  costs,  including  harvesting  costs  and 
land  charges,  started  to  decline  in  1931  until  the  cost  of  producing  an  acre  of 
corn  reached  its  low  figure  for  the  19  years  of  study  in  Champaign  and  Piatt 


Table  1. 


-The  Cost  of  Producing  Corn,  Champaign  and  Piatt  Counties, 
1920-1924  and  1934-1938 


Growing  costs  per  acre: 

Man  labor 

Power 

Seed 

Manure  and  fertilizer . 

Other  expenses 

Total  growing  cost. 


Harvesting  costs  per  acre: 

Man  labor 

Power  and  truck 

Mechanical  picker 

Total  harvesting  cost . 


Total  growing  and  harvesting  costs  per  acre 
Land  charges 

Taxes 

Interest  on  land  at  5  percent 

Total  acre  cost 


Total  income  per  acre.  .  .  . 
Net  profit  or  loss  per  acre  . 


Yield  per  acre,  bushels  . 
Net  cost  per  bushelb .  .  . 


1920- 
1924" 


£4.60 

7.17 

.37 

.32 

2.79 


315.25 

1.91 

12.70 

229.86 

228 . 63 
5-1.23 

47.8 
3      .604 


1934- 
1938 


36.90 


31.26 
1.11 

.33 
32.70 

3  9.60 


3119 

2.51 

.21 

.78 

2.01 

36.70 


3    .74 
.77 

.07 

31.58 

3  8.28 

1.15 

6.84 

316.27 

319.47 
3  3.20 

26.5 
3     .598 


36.69 


31.96 

1.21 

.10 

33.27 

3  9.96 

1.18 

6.82 

317.96 

326 . 65 
3  8.69 

58.1 
3      .300 


21.05 

2.23 

.93 

1.03 

1.93 

37.17 


317.48 


330.77 
213.29 


31.6 
5     .532 


1937 


31.06 

2.17 

.75 

.88 

2.17 

37.03 


31.40 

1.29 

.50 

33.19 

310.22 

1.32 

6.65 

318.19 

331.13 
312.94 

60.8 
3      .299 


36.89 


3    .91 

1.12 

.79 

32.82 

3  9.71 

1.34 

6.48 

317.53 

324.97 

3   7.44 

61.2 
3      .279 


"No  attempt  was  made  to  separate  harvesting  from  growing  costs  these  years. 
bAfter  allowing  credit  for  stalk  pasture. 


305 


Counties  in  1933.  The  acre  cosl  thai  year  was  $15.48  for  a  crop  of  36.3  bushels 
an  acre  From  this  low  point,  the  acre  cost  increased  irregularly,  reaching  $18.19 
in  1937  for  a  crop  of  60.8  bushels  an  acre. 

Costs  per  bushel.  Over  a  long  period  of  time,  the  cost  of  producing  a 
bushel  of  corn  is  largely  determined  by  changes  that  occur  in  acre  costs.  In  the 
five-year  period  1920-1924,  for  which  figures  are  shown  in  the  accompanying 
table,  the  net  cost  per  bushel,  leaving  out  interest  on  land  values  and  giving  credit 
for  stalk  pasture,  was  33.8  cents.  When  interest  on  land  values  is  included,  the 
net  cost  per  bushel  for  this  early  period  was  60.4  cents.  In  the  five-year  period, 
1934-1938,  the  net  bushel  cost  without  interest  on  land  value  and  after  giving 
credit  for  stalk  pasture  averaged  21.6  cents.  When  interest  on  land  values  is 
included,  the  net  cost  per  bushel  in  this  later  period  was  35.6  cents.  The  lowest 
i  osl  per  bushel  occurred  in  1938  when  the  net  cost  per  bushel  was  27.6  cents.  This 
low  cost  was  nearly  equalled  in  1932  when  the  net  cost  per  bushel  on  the  cooper- 
ating farms  in  Champaign  and  I  Matt  Counties  was  28.0  cents.  The  corn  yield  was 
61.2  bushels  in  1938  and  57.4  bushels  in  1932.  Hence  the  low  cost  of  producing 
corn  in  recent  years  reflects  in  part  the  larger  yields.  \±    \\    VVlLCOX 

ILLINOIS  LAND  RATINGS  AS  AN  AID  IN  LAND  ASSESSMENT 

Farm  land  ratings,  based  on  findings  of  the  University  of  Illinois  .Agricul- 
tural Experiment  Station,  which  have  long  been  recognized  as  helpful  to  persons 
concerned  with  valuing  individual  farms,  received  more  attention  in  the  past  10 
months  than  before  for  their  helpfulness  in  equalizing  tax  assessments.  From  the 
annual  meeting  of  local  assessment  officials  which  the  Illinois  Tax  Commission 
held  in  Springfield  last  March,  from  other  gatherings  of  officials  in  the  districts 
of  the  state,  and  from  the  Tax  Commission's  revised  assessor's  manual  came  an 
impetus  to  use  the  land  ratings  in  their  present  provisional  form  in  the  work  of 
assessment  and  equalization.  While  the  extent  of  use  has  not  been  uniform  in 
all  counties,  it  has  been  such  as  to  indicate  expanded  interest  in  recently  avail- 
able materials  for  valuing  farm  real  estate  more  accurately. 

Based  on  the  work  of  specialists  in  the  Illinois  soil  survey  now  in  its  thirty] 
eighth  year,  blocked-area  land  ratings  were  prepared  for  25  selected  counties.  In 
this  latest  effort  to  make  more  easily  understandable  the  economic  meaning  of 
the  differences  in  soils  as  distinguished  in  agronomic  studies,  blocks  of  40  acres 
were  generally  used.  Between  7,000  and  7,500  of  these  blocks  were  given  ratings 
in  an  average  county.  Each  block  was  rated  on  a  scale  of  1  to  10,  the  most 
productive  soil  being  1  and  the  least  productive  10.  By  using  the  numerical 
rating  that  applied  to  soils  most  dominant  in  the  40  acres,  a  simple  whole  number 
expressing  an  approximate  rating  for  the  entire  40  acres  was  obtained.  Workers 
for  determining  these  block-acre  ratings  were  furnished  under  a  WPA  project 
sponsored  by  the  Illinois  Tax  Commission  with  advisory  assistance  of  the  Del 
partmenl  of  Agricultural  Economics,  and  (he  Department  of  Agronomy  of  the 
Agricultural  Experiment  Station. 

Anion-  limitations  of  soil  maps  and  rating  maps  when  used  for  assessment 
purposes,  are  six  ;is  follows:  (1)  The  rating  figures  are  presented  only  as  indi- 
cators oi  relative  producing  capacity,  not  as  expressions  of  money  value.  (2)  The 
rating  figure  for  a  given  soil  is  the  average  for  that  soil  wherever  it  occurs  in  the 
state,  but  applies  only  to  that  soil  where  it  is  unlinicd  and  unfertilized  and 
farmed  in  the  manner  common  to  the  region,  results  of  work  now  in  progress 
having  to  be  completed  before  it  will  be  possible  to  construcl  a  producing  capacity 
rating  of  Illinois  soils  on  an  assumption  of  soil  improvement,  i  3)  Rating  figure! 
'1m  nut  take  into  account  the  present  coyer,  that  is  to  saw  timber,  brush,  or  any 
other  hind  of  vegetation.  (4)  Producing  capacity  of  soil  types  varies  between 
certain  limits.    Dangers  associated  with  using  a  single  average  rating  figure  can 
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be  avoided  if  the  user  appreciates  the  fact  that  it  is  an  average  and  is  willing  to 
exercise  his  judgment  and  to  consider  that  this  means  that  the  particular  rat- 
ing may  lie  anywhere  within  certain  limits  above  or  below  the  figure  given. 
(5)  Among  the  75  Illinois  counties  for  which  soil  maps  have  been  published, 
there  are  25  in  which  these  maps  are  sufficiently  detailed  to  be  used  directly  as 
rating  maps  or  as  the  basis  for  the  construction  of  blocked-area  rating  maps. 
These  include,  in  the  northern  third  of  the  State,  Boone,  Ford,  Fulton,  Marshall, 
Putnam,  Warren  Counties;  in  the  central  third,  Piatt,  Schuyler,  Vermilion;  and 
in  the  southern  third,  Alexander,  Calhoun,  Clinton,  Cumberland,  Effingham,  Fay- 
ette, Jasper,  Jackson,  Pulaski,  St.  Clair,  Shelby,  Wabash,  Washington,  and 
Wayne.  (6)  Where  40  acre  blocks  are  rated,  the  rating  assigned  to  a  40  acre 
block  should  not  be  taken  as  an  indication  of  uniformity  for  all  the  land  in  that 
block,  but  as  an  indication  of  the  producing  capacity  of  the  bulk  of  the  land  in 
that  block.  Local  assessors  can  use  aerial  maps  in  county  agricultural  conserva- 
tion offices  to  distinguish  the  present  use  of  the  land,  whether  tilled,  in  timber, 
or  in  permanent  pasture,  and  possibly  the  degree  of  erosion. 

Factors  other  than  soil  factors  which  influence  money  value,  not  allowed  for 
in  the  land  ratings,  need  also  to  be  taken  into  account.  First  among  these  is  the 
land  cover.  The  appraiser  or  assessor  of  the  land  must  take  into  account  whether 
or  not  the  land  is  tillable,  and  whether  it  may  be  in  permanent  pasture.  Another 
factor  is  location.  A  location  with  respect  to  roads  to  market  is  an  important 
non-soil  factor  in  some  regions. 

Community  conditions  constitute  a  third  group  of  factors.  Availability  of 
schools,  churches,  and  other  public  institutions  influence  the  value  of  land. 

In  one  community,  there  may  be  higher  demand  for  land  from  some  bidders 
who  seek  to  make  sure  that  their  children  may  remain  within  the  home  com- 
munity. In  one  school  district  or  drainage  district,  all  debts  incurred  by  the 
district  may  be  paid,  while  in  others,  a  long  period  of  bonded  indebtedness  may 
be  getting  under  way.  Farms  located  near  one  population  center  may  hafe  an 
advantage  in  securing  help  for  either  farm  or  household  on  more  favorable 
terms  than  those  near  a  different  center.  One  farm  may  be  laid  out  for  eco- 
nomical farming,  while  another  may  consist  of  scattered  tracts  of  land  varying  in 
degree  of  difficulty  and  expensiveness  of  operation  from  one  point.  In  productive 
capacity,  these  farms  may  differ  less  than  their  market  values  as  salable  proper- 
ties. Where  land  makes  up  75  percent  of  the  value  of  all  farm  real  estate,  as  in 
Illinois,  it  is  obvious  that  neither  the  soil  side  nor  the  non-soil  side  should  be 
neglected  in  arriving  at  sound  assessments.  Q  L#  Stewart 


Footnotes  for  the  following  page: 

1-12The  first  source  is  for  annual  data;  the  second  is  for  current  data  from  which  tables  may  be  brought 
■   .late. 

1Survey  of  Current  Business,  1936  supplement,  I'.S.  Dept.  of  Commerce;  subsequent  monthly  issues. 
'Same  as  footnote  1.  Illinois  Crop  and  Livestock  Statistics,  Circular  438  (1937);  monthly  mimeographs  of 
Statistical  Tables  for  Illinois  Crop  Report,  converted  from  10111-14  —  100  to  102l-_>0  =  100  by  multiplying 
by  .7151.  Agricultural  Situation,  Bureau  oi  Agricultural  Economics,  U.S.D.A.;  Agricultural  Situation, 
converted  from  1910-14=100  to  1924-29=100  by  multiplying  by  .M.S'..  'Calculated  from  data  furnished 
bv  Bureau  of  Agricultural  Economics:  Survey  of  Current  Business,  seasonally  adjusted.  "Calculated  by 
Department  of  Agricultural  Economics,  University  of  Illinois,  seasonally  adjusted.  Data  from  Farm  Income, 
Bureau  of  Agricultural  Economics;  B.A.E.  monthly  mimeograph.  Receipts  from  Sale  of  Principal  Farm 
Products  (government  payments  not  included).  'Obtained  by  dividing  Index  of  Illinois  Farm  Income 
(column  6)  by  Index  of  Price-  Paid  by  Farmers  (column  l>.  8Monthly  [ndexes  of  Non-Agricultural  and 
National  Income,  Supplement,  August,  1037.  B.A.E.;  Price  and  Demand  Situation,  or  Agricultural  Situa- 
;:1'  tion.  "Survey  of  Current  Business,  103s  Revision;  subsequent  monthly  issues,  unadjusted  for  seasonal 
"ariation.  '"Federal  Reserve  Bulletin  of  Federal  Reserve  Board,  September.  1033  and  subsequent  issues; 
irvey  of  Current  Business,  seasonally  adjusted.  "Preliminary  estimate.  "Illinois  Crop  and  Livestock 
tatistics,  Cir.  438;   Monthly  price  releases,   Stale   Agricultural    Statistician, 
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Table  A. — Indexes  of  United  States  Agricultural  and  Business  Conditions 


Commodity  prices 

Income  from  farm  marketings 

Non- 
agricul- 

tural 
income8 

Factory 
payrolls' 

Wholesale  prices 

Illinois 
farm 
prices' 

Prices 
paid  by 
farmers4 

U.S. 

In 

money6 

Illinois 

Indus- 
trial 
produc- 
tion10 

month 

All  com- 
modities' 

Farm 
products2 

In 
money' 

In  pur- 
chasing 
power7 

1929 

1926 
95 
86 
73 
65 
66 
75 
80 
81 
86 
79 

78 
77 
77 
77 
77 
76 
76 
76 
75 
75 
79 
79 
79 

1926 
105 

88 

65 

48 

51 

65 

79 

81 

86 

69 

68 
68 
67 
67 
66 
64 
64 
62 
63 
61 
69 
67 
67 

1924-29 
104 
89 
62 
41 
45 
61 
82 
86 
96 
69 

66 
66 
66 
66 
66 
64 
65 
62 
61 
58 
71 
67 
67 

1924-29 
99 
94 
80 
69 
71 
80 
81 
80 
84 
80 

78 
78 
78 
78 
78 
78 
78 
78 
78 
77 
79 
79 
79 

1924-29 

103 

83 

58 

43 
49 
57 
64 
75 
81 
70 

70 
68 
68 
60 
64 
64 
65 
60 
62 
71 
92 
96 
78 

1924-29 
103 
87 
58 
43 
51 
55 
65 
82 
86 
81 

90 
80 
99 
82 
103 
75 
82 
72 
67 
60 
73 
80 

1924-29 
104 

93 

72 

62 

72 

69 

80 
102 
102 
101 

116 
103 
127 
105 
132 

96 
105 

92 

86 

78 

92 
101 

1924-29 
107 
100 

87 

68 

63 

72 

77 

90 

95 

88 

90 
90 
91 
91 
91 
90 
91 
92 
92 
93 
93 
95 
96 

1923-25 
110 
89 
68 
47 
50 
64 
74 
86 
102 
78 

84 

87 

84 

86 

88 

86 

85 

87 

84 

90 

94 
102 
102 

1923-25 
119 

1930 

96 

1931 

81 

1932 

64 

1933 

76 

1934 

79 

1935 

90 

1936 

105 

1937 

110 

1938 

86 

103 

Dec 

104 

1939  Jan 

101 

Feb 

98 

98 

92 

92 

98 

July 

101 

August 

Sept 

103 

111 

Oct 

121 

124" 

Table  B. — Prices  of  Illinois  Farm  Products12 


Product 


Corn,  bu 

Oats,  bu 

Wheat,  bu 

Barley,  bu 

Soybeans,  bu..  . 

Hogs,  cwt 

Beef  cattle,  cwt. 
Lambs,  cwt. .  .  . 
Milk  cows,  head 
Veal  calves,  cwt 

Sheep,  cwt 

Butterfat,  lb. .  . 

Milk,  cwt 

Eggs,  doz 

Chickens,  lb.. . . 

Wool,  lb 

Apples,  bu 

Hay,  ton 

Potatoes,  bu. . . . 


Calendar  year  average 


$   .81 

.42 

1.30 

.66 

1.94 

9.97 

8.57 

12.22 

78.00 

11.27 

6.52 

.42 

2.32 

.30 

.21 

.36 

1.59 

13.38 

1.39 


1937 


$   .94 

.39 

1.10 

.84 

1.20 

10.11 

8.93 

9.58 

61.00 

9.43 

4.09 

.32 

1.92 

.20 

.16 

.32 

1.18 

12.41 

1.12 


1938 


$   .45 

.24 

.68 

.53 

.75 

8.06 

7.68 

7.76 

60.00 

8.89 

3.36 

.25 

1.66 

.19 

.15 

.21 

.95 

7.65 

.73 


Dec. 
1938 


$   .42 

.24 

.57 

.39 

.65 

7.00 

7.70 

8.10 

61.00 

8.60 

3.45 

.26 

1.70 

.25 

.13 

.23 

1  .30 

6.20 

.70 


Current  months 


Oct. 


$   .42 

.28 

.74 

.44 

.70 

6.70 

8.40 

8.30 

62.00 

9.60 

3.20 

.25 

1.75 

.20 

.12 

.33 

.70 

5.80 

.80 


Nov. 


$   .42 

.31 

.79 

.43 

.80 

6.10 

8.40 

8.20 

62.00 

9.50 

3.40 

.29 

1.85 

.24 

.12 

.31 

.75 

6.20 

.80 


Dec. 


$   .47 

.35 

.88 

.44 

.95 

5.10 

8.30 

8.20 

65.00 

9.10 

3.60 

.26 

1.80 

.19 

.11 

.31 

.95 

6.50 

.80 


"-"For  sources  of  data  in  tables  see  previous  page. 

Printed  in  furtherance  of  the  Agricultural  Extension  Act  approved  by  Congress  May  8,   1914.    H.   P.   Rusk, 
Director,  Extension  Service  in  Agriculture  and   Home  Economics,  University  of  Illinois 
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Illinois  Farm  Economics 

Department  of  Agricultural  Economics,  College  of  Agriculture  and  Agricultural  Experi- 
ment Station,  in  cooperation  with  the  Extension  Service  in  Agriculture 
and  Home  Economics,  University  of  Illinois 


G.  L.  Jordan,  Editor  February,  1940  Number  57 


THIS  WAR  AND  THE  FARMER 

Farmers  in  the  United  States  may  gain  or  lose  as  the  result  of  the  present  war, 
Bepending  upon  future  developments  with  regard  to  the  intensity  and  area  of  war 
activities ;  the  adoption  of  policies  and  procedures  that  lead  to  price  inflation,  and 
policies  and  procedures  adopted  by  individual  farmers  in  response  to  current 
developments. 

If  Inflation  Comes.  The  causes  and  prospects  for  inflation  in  the  United 
States  were  discussed  in  the  November  and  December  issues  of  Illinois  Farm 
Economics.  If  inflation  is  prevented,  there  is  less  need  to  worry  about  post-war 
adjustments.  If  inflation  comes,  however,  a  clear  understanding  of  probable 
results  should  help  reduce  the  destructive  influence  of  a  serious  post-war  collapse. 
If  we  have  inflation,  prices  of  all  goods  and  services  will  tend  to  rise  relative  to 
what  their  price  would  be  under  similar  circumstances  except  for  inflation.  There 
is  great  difference,  however,  in  the  extent  to  which  individual  commodities  rise 
in  price  during  inflation. 

The  extent  of  the  rise  in  price  of  any  product  will  depend  upon  the  extent  to 
which  the  increased  income  is  spent  for  that  particular  product  and  the  extent  to 
which  the  supply  of  the  product  is  increased. 

Unless  the  impact  of  the  new  demand  coincides  in  point  of  time  with  a  very 
high  rate  of  industrial  activity,  there  will  be  a  tendency  for  industrial  output  to 
increase  promptly  in  response  to  an  increased  demand.  On  the  other  hand,  changes 
in  the  quantity  of  production  of  agricultural  products  are  largely  the  result  of 
weather  conditions  and  the  quantity  does  not  increase  promptly  in  response  to  an 
increase  in  demand.  Ordinarily,  therefore,  the  prices  of  agricultural  products  are 
likely  to  respond  more  promptly  to  an  increase  in  demand  than  are  the  prices  of 
Imanufactured  goods. 

Prices  of  agricultural  products  would  rise  more  promptly  and  rapidly  if  the 
•demand  of  other  nations  were  for  foodstuffs  and  the  United  States  occupied  an 
[advantageous  position  in  supplying  these  foodstuffs.  The  United  States,  however, 
Iseems  to  occupy  a  more  favorable  competitive  position  in  connection  with  non- 
(agricultural  products  than  in  connection  with  foods  and  feeds  at  the  present  time. 

Changes  in  the  incomes  of  farmers  and  other  occupational  groups  probably 

Avould  differ  widely  as  they  did  during  the  World  War  although  not  necessarily 

n  the  same  direction  or  to  the  same  extent.    The  purchasing  power  of  the  entire 

■realized  income  drawn  by  individuals  from  agriculture  was  greater  than  for  any 

|)ther  industry  in  1915,  relative  to  1913.    (See  Fig.  1).    By  1916  purchasing  power 

>f  income  received  by  individuals  from  manufacturing  exceeded  that  drawn  by 

i  ndividuals  from  agriculture.    Manufacturing  maintained  its  lead  in  1917,  but  in 

1918  and  1919  agriculture  again  led  all  of  the  other  six  industries.    Between  1913 

find  1918  the  purchasing  power  of  the  entire  realized  income  drawn  by  individuals 

Increased  slightly  for  mercantile  and  transportation  groups,  increased  substantially 

!""or   mines,   quarries,    and   oil    wells,   increased   30-35%    for   manufacturing   and 

igriculture,  but  declined  drastically  for  banking  and  construction.    Even  though 

'he  impact  of  the  war  demands  is  felt  most  strongly  in  the  manufacturing  industry, 

my   great    increase    in    industrial    activity    will    lead    to    increased    payrolls    and 

ncreased  demand  for  farm  products. 
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FIG.    2.    PRICE    BEHAVIOR   OF   SELECTED   FARM    PROOUCTS, 
1913-1919.    (1913-100) 
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There  is  usually  great  diversity  in 
the  behavior  of  prices  of  individual 
products  and  groups  of  products  dur- 
ing periods  of  mounting  inflation  or 
deflation.  The  World  War  period  is 
an  excellent  example  of  such  diversity. 
Considering  corn,  wheat,  hogs,  cattle, 
and  milk,  and  using  1913  prices  as  a 
base  or  100  percent,  by  1915  wheat 
had  advanced  more  than  any  other 
commodity  in  this  group.  Corn  was 
second,  but  the  price  of  cattle  had 
risen  only  slightly  and  the  prices  of 
hogs  and  milk  were  below  the  1913 
level.  However,  by  1917  the  price  of 
corn  advanced  to  261.9%  of  the  1913 
price;  wheat  was  about  205%;  hogs, 
185%;  cattle,  150%  ;  and  milk.  137% 
of  the  1913  prices.  Between  1917  and 
1918  the  price  of  corn  and  wheat 
receded  slightly,  but  the  prices  of  hogs, 
cattle,  and  milk  continued  to  increase. 
(See  Fig.  2). 

The  prosperity  of  farmers  depends 
not  only  upon  prices  received  for  farm 
products  but  also  upon  prices  paid  for 
goods  and  services  used  on  the  farm. 
The  ratio  of  prices  received  to  prices 
paid  by  farmers  showed  no  appreciable 
increase  during  the  World  War  period 
until  1917.  In  1917,  however,  the 
prices  of  agricultural  products  rose  soi 
fast  relative  to  the  prices  of  products 
farmers  purchased  that  the  ratio  of 
prices  received  to  prices  paid  by  Illi- 
nois farmers  reached  125%  of  the 
1910-1914  base.  The  ratio  of  prices 
received  to  prices  paid  declined  some- 
what in  1918,  but  was  still  approxi- 
mately 15%  above  the  1910-1914  level. 

From  Windfall  to  Downfall.  The 
farm  family  has  several  alternative 
uses  for  the  increased  income  resulting 
from  war  -  induced  inflation.  Thtl 
money  may  be  used  to  bid  for  mon 
land.  This  is  a  logical  procedure  inas 
much  as  the  land  has  been  instru 
mental  in  providing  the  increase( 
income.  Or  the  family  may  prefer  t( 
pay  off  debts,  improve  the  buildings 
install  running  water,  a  furnace,  elec 
tricity,  buy  some  new  furniture,  im 
prove  the    fertility  of  the   farm,  bu; 
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some  high  grade  securities,  or  save  cash  for  later  use.  There  is  a  very  great 
temptation  to  bid  up  the  price  of  farm  land.  This  happened  during  the  World 
War  and  immediate  post-war  periods.  As  a  result  of  improved  prices  of  farm 
products  and  agricultural  prosperity  of  previous  years,  land  values  rose  slightly 
in  1914.  (See  Fig.  3).  This  level  was  maintained  in  1915,  and  the  rapid  increase 
which  began  in  1916  was  accelerated  through  1920.  Farm  real  estate  values  in 
Illinois  followed  the  same  pattern,  but  did  not  increase  to  quite  the  same  extent 
as  for  the  United  States.  Relative  to  1913,  taxes  rose  more  in  1915  than  did 
land  values,  and  maintained  their  lead  until  in  1920  taxes  per  acre  on  farm  real 
estate  in  the  United  States  were  209%  of  the  1913  base.  Wages  paid  to  hired 
labor  on  farms  also  rose  substantially  in  1916  and  continued  to  rise  at  a  rapid  rate 
until  by  1920  they  were  241%  of  the  1913  level.  By  1920  farm  mortgages  were 
218%  of  the  1910  level.  In  addition  to  this,  farmers'  personal  and  collateral  loans 
from  commercial  banks  rose  from  1.6  billion  dollars  in  1914  to  2.5  billion  dollars 
in  1918.  This  was  a  rise  of  55%.  Land  values,  taxes,  and  indebtedness  apparently 
had  been  built  up  on  the  assumption  that  prices  of  farm  products  and  agricultural 
prosperity  would  be  maintained  at  the  high  level  of  the  late  war  years. 

Post-War  Collapse.  The  behavior  of  agricultural  prices  in  inflation  is 
reversed  in  times  of  deflation.  The  inflation  resulted  in  agricultural  prosperity 
for  a  few  years ;  the  deflation  resulted  in  agricultural  depression  for  many  years. 
To  the  extent  that  farmers  bid  up  the  price  of  land  and  increased  their  indebted- 
ness, they  were  unable  to  retain  their  land  holdings  at  the  bottom  of  the  depression. 
It  did  not  take  long  to  discover  that  debts  which  seemed  reasonable  when  wheat 
was  $2.00  to  $2.50  a  bushel  and  corn  was  $1.50  to  $2.00  a  bushel  were  exceedingly 
heavy  burdens  with  wheat  at  80f"  and  corn  at  40c"  a  bushel.  Many  farmers  lost 
in  the  depression  following  the  war-time  inflation  not  only  all  their  war-time  gains, 
but  also  all  their  prewar  savings. 

Only  a  few  farmers  profited  from  war-time  inflation.  They  were  the  ones 
M  who  resisted  the  urge  to  buy  more  land  and  paid  off  their  debts  or  if  they  bought 
rim  land  they  paid  cash  for  it  out  of  the  large  earnings  during  this  period.  Farmers 
have  little  opportunity  to  follow  any  occupation  other  than  farming  and  very  few 
landowners  are  satisfied  to  sell  their  property  when  land  values  are  high  and  con- 
tinue farming  as  tenants  until  values  decline  again.  If  inflation  comes  again,  a 
wise  policy  would  seem  to  be  to  pay  off  indebtedness  and  to  refrain  from  buying 

land  unless  it  is  paid  for  in  full  from  cash  holdings. 

G.  L.  Jordan 


INTENSIVE  VERSUS  EXTENSIVE  FARMING  AS  A  MEANS  OF 
INCREASING  FARM  EARNINGS 


"I  need  more  income.    Shall  I  extend  my  business  by  buying  or  renting  more 
p  land,  or  shall  I  intensify  my  business  on  the  present  farm?"   These  questions  are 
masked  by  many  corn-belt  farmers  who  desire  larger  incomes. 

Some   answers    to   these   questions    are   to    be    found    in    studies    of    several 
thousands  of  farm  account  records  kept  by  Illinois  farmers  during  the  past  twenty- 
ve  years.    This  discussion  is  based  largely  on   records  kept  in   North   Central 
linois  during  the  past  fifteen  years  in  the  project  known  as  the  Farm  Bureau 
Farm   Management   Service.1    The   answers   given   here   are   not   final,   but  may 
prove  helpful  to  some  who  are  considering  the  questions. 

There  are  several  ways  of  intensifying  the  farm  business.    Incomes  on  some 
,er'  very  small  farms  have  been  increased  by  growing  small  fruits  and  vegetables  and 


'The  Farm   Bureau   Farm   Management   Service  is  a  project  conducted  by  several  county    farm  bureaus 

n    adjoining   counties    cooperating    with    the    Department    of    Agricultural    Economics    of    the    University    of 

Illinois.     Fieldmen   spend   all   of   their   time   with   a   few   more   than   two   hundred    farmers   each,    helping  them 

.vith   their    records    and    consulting   with    them    regarding   their   management    problems.     Most    of    the   cost    of 

W    he  service    is   paid    from    fees   collected    from    the   cooperating    farmers. 
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tlowcrs.  This  form  of  intensification  requires  a  high  degree  of  skill  in  order  td 
produce  a  marketable  quality  of  product  and  then  to  market  it.  It  usually  throws 
one  into  competition  with  established  commercial  growers.  It  is  satisfactory  fos 
a  few,  but  cannot  be  applied  by  nianw 

The  production  of  high-quality  held  seeds  has  enabled  a  goodly  number  of 
grain  farmers  to  make  more  complete  use  of  available  labor  and  to  increase 
incomes  as  much  or  more  than  to  increase  the  acreage  of  ordinary  grain  crops. 
This,  too,  involves  a  high  degree  of  skill,  and  the  number  for  which  this  offers  an 
opportunity  is  limited. 

The  production  of  registered  livestock  to  be  sold  for  breeding  purposes  has 
long  been  a  rather  popular  method  of  intensifying  the  farm  business.  While 
there  are  a  few  record-keeping  farms  on  which  incomes  have  been  increased  suc- 
cessfully by  this  method,  there  are  many  others  where  high  feed  costs,  high 
selling  expenses,  much  time  spent  and  other  risks,  have  absorbed  more  than  the 
price  advantage  has  added.  While  many  who  have  attempted  this  plan  have  been 
disappointed,  others  have  done  well  by  selling  good  quality  breeding  stock, 
economically  produced,  at  reasonable  prices  to  farmers,  4-1 1  club  members,  and 
vocational  agricultural  students. 

The  incomes  on  many  small-  or  medium-sized  farms  equipped  with  modern 
labor-saving  machines  are  increased  satisfactorily  by  the  doing  of  custom  work 
for  neighbors.  Where  custom  rates  are  sufficient  to  cover  the  labor  of  the. operator, 
major  repairs  and  depreciation  on  the  machines,  interest  on  the  investment  in 
machinery,  and  the  immediate  operating  costs,  the  doing  of  such  custom  work  is 
successful  in  increasing  the  family  income.  However,  there  are  danger  points  to 
be  watched,  such  as  failure  to  collect  for  work  clone  and  neglect  of  work  at  home. 
Many  lose  more  by  neglecting  home  work  than  they  gain  from  custom  work 
Where  the  doing  of  custom  work  is  fitted  into  the  farm  business  in  a  business-like 
manner,  family  incomes  may  be  increased  with  less  risk  of  losses  than  would  be 
incurred  in  farming  additional  land.  This  is  particularly  true  during  periods  of 
low  grain  prices. 

The  most  common  way  of  developing  more  business  on  corn-belt  farms  is 
through  the  use  of  livestock — hogs  to  consume  large  quantities  of  grain,  beef 
cattle  and  sheep  to  use  roughage  and  grain,  dairy  cattle  and  poultry  to  utilize  feed 
and  the  labor  available  throughout  the  year.  Mane  who  are  selling  much  of  the 
grain  from  small-  and  medium-sized  corn-belt  farms  can  increase  their  incomes 
more  safely  and  to  a  greater  degree  by  working  into  well-handled  livestock  on 
the  land  now  farmed  than  by  increasing  the  acreage  worked. 

However,  there  are  more  risks  involved  when  livestock  is  added  to  crop  pro- 
duction. Successful  livestock  production  requires  a  higher  degree  of  skill,  more 
patience,  and  closer  attention  to  business  throughout  the  year  than  ordinarj 
grain  farming. 

Three  year  records  on  each  of  379  farms  in  the  North  Central  part  of  Illinoii 
were  grouped  according  to  size  as  measured  by  total  acres  in  the  farm  and  accord 
ing  to  intensity  of  business  as  measured  by  the  number  of  ten-hour  days  of  laboi 
per  acre  required  in  the  production  of  crops  and  livestock.  A  ten-hour  day  o: 
labor  at  the  average  rate  that  farmers  work  is  called  a  productive  man  work  unit 
see  Table  1. 

[ncreasing  the  intensity  of  the  business  increased  earnings  very  materially  fo: 
each  size  of  farm  as  shown  by  these  data.  This  increase  in  earnings  applied  botl 
to  the  rale  earned  on  the  total  farm  investment  and  to  the  operator's  labor  an< 
management  earnings.  (The  rate  earned  on  the  investment  is  the  net  income  fo 
each  $100  invested.  The  operator's  labor  and  management  earnings  is  the  ne 
income  left  for  the  operator  after  5  percent  of  the  total  investment  has  beei 
allowed.)    The  greater  intensity  of  business  on  the  more  intensive   farms  wa 
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Table  1. 


-Relative  Earnings  on  Farms  That  Differ  in  Intensity  of 
Business  and  in  Size3 


"Each  record  was  for  the  three-year  period  of  1935,  1936,  and  1937  or  for  1936,  1937,  and  1938.     All  records 
were  from  farms  in  adjoining  counties  in  North  Central  and  Northern  Illinois. 
bMWU  is  an  abbreviation  for  producti%'e  man  work  unit. 

secured  in  most  cases  by  increasing  the  amount  of  livestock.  Relatively  higher 
prices  for  livestock  than  for  grain  gave  livestock  farms  a  part  of  their  advantage 
I  over  grain  farms  during  this  period  of  1935  to  1938. 

Increasing  the  size  of  farm  increased  the  operator's  labor  and  management 
earnings  for  each  intensity  of  business.  The  labor  and  management  earnings 
always  increase  with  the  size  of  farm  when  net  earnings  run  much  above  5  percent 
of  the  investment,  as  they  did  on  these  selected  farms  during  the  years  that  the 
records  were  kept.  The  reverse  would  be  true  for  years  when  net  earnings  run 
much  under  5  percent  of  the  investment.1  During  periods  of  low  grain  prices, 
large  eNtensively-operated  farms  are  at  a  disadvantage  because  such  cash  costs  as 
for  taNes  and  fuel  and  oil  tend  to  increase  as  the  size  of  farm  increases  and  tend 
to  remain  fairly  uniform  regardless  of  the  price  of  grain. 

All  around  efficient  farm  operation  is  more  likely  to  be  found  on  medium-sized 
intensively-operated  farms  than  on  large  extensively-operated  farms.   See  Table  2. 

The  thirty-three  farms  that  did  more  efficient  work  than  the  average  of  all 
farms  in  six  or  seven  of  the  seven  factors  considered  in  Table  2  earned  nearly  5 
percent  of  the  investment  and  an  operator's  labor  and  management  earning  of 
about  $2,500  per  farm  per  year  more  than  the  thirty-three  farms  that  did  less 
efficient  work  than  the  average  in  six  or  seven  of  the  seven  factors.  The  more 
efficient  farms  averaged  245.6  acres  per  farm  while  the  less  efficient  farms 
averaged  312.0,  or  66.4  more  acres  per  farm.  The  more  efficient  farms  were  much 
more  intensively  operated  than  the  least  efficient  as  shown  by  the  1.95  man  work 
units  per  acre  of  productive  work  on  the  more  efficient  farms  as  compared  with 
1.21  man  work  units  per  acre  on  the  least  efficient  farms. 

The  ability  of  operators  of  the  smaller  corn-belt  farms  to  increase  their  earn- 
ing power  is  clearly  shown  in  an  analysis  reported  in  Illinois  Bulletin  444,  "Farm 
Practices  and  Their  Effects  on  Farm  Earnings."  It  is  shown  in  that  bulletin  that 
of  57  farms  on  which  records  were  kept,  the  ten  farms  that  increased  their  earn- 
ings most  during  the  ten  years  of  1925  to  1934  were  earning  about  $1,500  per 
farm  per  year  more  in  1932,  1933,  and  1934  than  they  would  have  earned  if  they 
had  continued  to  farm  as  they  were  doing  in  1925,  1926,  and  1927.  Those  ten 
farms  that  made  such  improvement  averaged  only  190  acres  in  size,  whereas  the 
average  size  of  the  other  47  farms  on  which  records  were  kept  during  the  same 


*It  should  be  clearly  understood  that  net  earnings  on  these  record-keeping  farms  average  much  higher 
•han  the  average  earnings  on  all   farms  in  the  area. 


[313] 


Table  2.— Number  of  Above-Average  Factors  \s  Related  to  Size  of  Farm, 
Intensity  of  Business,  and  Farm  Earnings* 


Number  of 

above-average 

factors 

Number  of 
farms 

Size  of  farm 
acres 

Intensity 

MWU  per 

acre 

Rate  earned 

on 
investment 

Operator's  labor 

and  management 

earnings 

6  or  7 

33 

72 
82 
98 
57 
3i 

245.6 
230.3 

252.2 
276.5 
275.5 
312.0 

1.95 
1.84 
1.51 
1    42 
1.38 
1.21 

1166% 
9.69 
9.32 
8.50 
7.62 
6.75 

33961 

5 

2795 

4  .  . 

2590 

3 

2320 

2 

1811 

1  or  0 

1464 

■The  seven  factors  used  were:  (1)  crop  system  rating;  (2)  feed  per  acre  to  productive  livestock;  (3)  crop  yield 
index;  (4)  all  livestock  efficiency  index;  (5)  price  index;  (6)  labor  accomplishment  index;  (7)  power  and  machinery 
accomplishment  index.  Each  record  was  for  the  three-year  period  of  1935,  1936,  and  1937  or  for  1936,  1937,  and 
1938.    All  records  were  for  farms  in  adjoining  counties  in  North  Central  and  Northern  Illinois. 

ten  years  was  258  acres.   It  is  very  significant  that  it  was  the  smaller  farms  of  the 
group  that  were  most  successful  in  increasing  their  earning  power. 

M.  L.  Mosher 

COST  OF  OPERATING  TRACTORS  IN  CENTRAL  ILLINOIS,  1938 

The  average  cost  per  hour  for  operating  tractors  in  central  Illinois  in  1938' 
was  55  cents  for  two-plow  tractors,  66  cents  for  three-plow  tractors,  75  cents 
for  crawler  type  tractors,  and  97  cents  for  four-plow  tractors.  There  was,  how 
ever,  a  wide  range  of  cost  in  each  group  due  to  variations  in  the  hours  the 
tractors  were  used  per  year,  horsepower  rating,  and  age  of  tractor.  Part  of  the 
tractors  included  in  this  study  were  used  on  sandy  soils  in  Mason  and  Kankakee 
Counties,  whereas  the  remainder  were  used  on  heavier  prairie  soils,  located  in  a 
number  of  central  Illinois  counties.  The  cooperators  were  selected  from  areas  of 
widely  varying  soil  types  in  order  to  facilitate  the  study  of  the  effects  of  soil  type 
on  operating  costs  and  on  rate  of  accomplishment. 

Cost  per  Tractor  and  per  Hour.  The  cost  per  hour  for  two-plow  tractors 
averaged  about  11  cents  less  than  for  three-plow  tractors,  and  the  difference  was 
greater  for  tractors  used  less  than  400  hours  per  year  than  for  tractors  used  mors 
than  800  hours  per  year.  (Fig.  1).  The  cost  per  hour  for  both  two-plow  and 
three-plow  tractors  declined  rapidly  as  the  number  of  hours  used  a  year  increased 
np  to  700  hours.  From  700  to  1,000  hours,  there  was  only  a  slight  decline  | 
hourly  cost  for  additional  hours  of  use. 

Of  the  155  usable  records,  106  were  the  two-plow  type.  38  were  three  plow 
tractors,  7  were  crawler  type,  three  were  four-plow  tractors,  and  one  was  a  one 
plow  size.  The  cost  of  two-plow  tractors  averaged  66  cents  an  hour  when  usee 
269  hours  a  year,  51  cents  when  used  512  hours,  and  41  cents  when  used  SM 
hours  a  year.  (Table  1).  The  average  cost  an  hour  for  the  three-plow  tractors 
was  88  cents  when  used  275  hours,  58  cents  when  used  565  hours,  and  48  cent: 
when  used  823  hours.  The  average  cost  for  crawler  type  tractors  was  75  cent! 
when  used  (>40  honrs  per  year.  The  average  cost  for  three  tractors  of  the  four 
plow   si/e  was  '»7  cents  an  hour,  and  they  were  used  2{)5  hours  a  year. 

Depreciation  was  the  largest  single  item  of  expense  for  the  tractors  used  tin 
smallesl  number  of  hours,  but  it  was  less  than  fuel  cost  for  those  tractors  operate< 
the  largest  number  of  hours.  Tractors  used  the  least  number  of  hours  were  olde 
tractors  than  those  used  the  most  hours  during  the  year.  The  income  from  custon 
work  was  largest  for  those  tractors  used  the  most  hours.  The  fuel  used  per  hou 
averaged  1.6  gallons  for  the  two-plow,  and  1.2  gallons  for  the  three-plow  tractors 
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FIG.    I.    THE    INFLUENCE    OF    HOURS    OF    USE    ON    COST    OF     OPERATING    TWO- 
PLOW     AND     THREE -PLOW      TRACTORS   ,  CENTRAL    ILLINOIS  ,    1938. 


Distribution  of  Records  by  Horsepower  Rating,  Type  of  Tires,  and  Soil 
Types.  The  two-plow  and  three-plow  tractors  were  grouped  according  to 
horsepower  rating,  with  27  tractors  having  a  rating  from  5.0  to  12.1,  95  tractors 
with  a  rating  from  12.2  to  18.9,  and  22  tractors  with  a  rating  of  19.0  or  more.  Of 
these  144  tractors,  53  were  on  rubber  tires  and  91  on  steel.  Eighty-four  were  used 
on  heavy  soil  and  60  on  light  or  sandy  soil.  The  records  grouped  on  this  basis 
indicate  that  the  tractors  with  steel  tires  had  been  used  more  years  prior  to  1938 
than  the  tractors  with  rubber  tires.  The  tractors  with  horsepower  rating  of  19.0 
or  more,  having  steel  tires,  had  been  used  on  an  average  of  seven  years,  whereas 
those  with  rubber  tires  had  been  used  only  two  years.  In  all  groups  except  one, 
the  tractors  with  rubber  tires  were  used  more  hours  in  1938  than  the  tractors  with 
steel  tires.  Since  hourly  costs  are  influenced  by  the  number  of  hours  used  and 
the  hours  of  use  are  correlated  with  the  type  of  tire,  it  is  impossible  to  study  the 
influence  of  rubber  and  steel  tires  on  cost  without  first  eliminating  the  influence 
of  the  hours  of  use. 

Effect  of  Soil  Type  on  Fuel  Use  and  Cost  per  Hour.  The  fuel  use  per  hour 
was  slightly  more  for  tractors  used  on  heavy  than  on  light  soil.  The  55  tractors 
used  on  heavy  soil  consumed  on  the  average  of  1.8  gallons  of  fuel  per  hour,  as 
contrasted  with  1.7  gallons  per  hour  for  40  tractors  used  on  light  soil.  The  same 
tractors  re-grouped  by  type  of  tires,  showed  an  average  consumption  of  1.7  gallons 
an  hour  for  rubber  tires  and  1.9  gallons  an  hour  for  steel  tires.  The  following 
indicates  the  fuel  consumption  per  hour  for  95  tractors  with  horsepower  rating 
from  12.2  to  18.9: 

Heavy  soils  Light  soils  Average 

Type  of  tires                            (gallons)  (gallons)  (gallons) 

Rubber  tires 1.77                      1.67  1.72 

Steel  tires 1.91                      1.83  1.88 

Average 1  •  85  1 .  75 
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Table  1. — Cost  pes  Tractor  and  pek  Hour  fob  Variations  in 
Number  of  Hours  Used,  Central  Illinois,  1938 


Items  of  cost 


Two-plow  tractors 


Three-plow  tractors 


Tractors 

used 

101-400 

hours 


Tractors 

used 
401-700 

hours 


Tractors 

used 
701-1000 

hours 


Tractors 

used 

101-400 

hours 


Tractors 

used 
401-700 

hours 


Tractors 

used 
701-1000 

hours 


Crawler 

type 
tractors 


Number  of  records 

Total  hours  used 

Cost  per  tractor 

Fuel 

Oil 

Grease 

Repairs 

Miscellaneous 

Total  operating 

Depreciation 

Interest 

Insurance 

Shelter 

Total  overhead 

TOTAL  COST 

Income  from  custom  work    . 

Cost  per  hour 

Fuel 

Oil  and  grease 

Repairs  and  miscellaneous 
Total  operating 

Depreciation 

Interest 

Insurance  and  shelter 
Total  overhead 

TOTAL  COST 

Fuel  use  per  hr.  (gals.) 

Oil  use  per  hr.  (qts.) 

Average  age  (years) 


39 

269 


3  47.71 
7.16 
1.13 

14.24 
.10 

(70.34) 

78.10 

22.04 

5.00 

2.50 

(107.64) 

3177.98 

3  15.13 


.18 
.03 
.05 

(.26) 

.29 
.08 
.03 

(-40) 

.66 

1.68 

.17 
4.5 


54 

512 


3  94.14 
11.26 

1.77 

25.56 

.50 

(133.23) 

94.17 

25.62 

5  00 

2.50 

(127.29) 

3260.52 

3  41.21 


.18 

.03 

.05 

(.26) 

.19 
.05 
.01 

(.25) 

.51 

1.59 
.14 
3.3 


13 

836 


3165.29 

16  40 

1   90 

36.02 


(219  61) 

89.54 

25.16 

5.00 

2.50 
(122.20) 

3341.81 

3100.53 


.20 
.02 
.04 

(26) 

.11 
.03 
.01 

(.15) 

.41 

1.81 
.13 
4.  1 


12 
275 


3  72.95 

9.67 

1   05 

28.18 

.23 

(112.08) 

91    17 

30 .  99 

5.00 

2.50 

(129.66) 

3241.74 

3  75.67 


.27 
.04 

10 

(.41) 

.33 
.11 
.03 

(.47) 


2.46 
.22 
6.9 


21 

565 


3128.31 

16.60 

2.87 

32.90 

.01 

(180.69) 

109.15 

31.61 

5.00 

2  50 

(148.26) 

3328.95 

$  72.94 


3  .23 
.03 
.06 

(32) 

3  .19 
.06 
.01 

(.26) 

3        .58 

2.07 
.19 
3.8 


5 
823 


3183.60 
18.38 

1.83 

50  98 

.02 

(254.81) 

106.60 

30  82 

5.00 

2.50 

(144.92) 

3399 . 73 
3  83.40 


.22 

.03 

.06 

(.31) 

.13 
.03 
01 

(.17) 

.48 

2.09 
.15 
3.2 


3115    24 

29.09 

6.22 

48.17 

9  91 

(208.63) 

202   29 

61   07 

5.00 

2   50 
(270.86) 

3479  49 

3493.77 


.18 
.06 
.09 

(.33) 

.31 
10 
01 

(42) 


1.80 
.07 
4   1 


Table  2. — Comparison  of  Costs  for  Tractors  with  Horsepower  Ratings  from 
12.2  to  18.9  on  Heavy  and  Light  Soils,  Central  Illinois,  1938 


Hours  of  tractor  use  per  year 


Heavy  soil 


Light  soil 


Heavy  soil 


Light  soil 


Heavy  soil 


Light  soil 


Number  of  records 

Total  hours  used 

Average  horse  power 

Average  age  (years) 

Total  cost  per  tractor 

'       t   pel  hour: 



( >il  and  grease  .  . 
Repaira  and  miscellaneous 
1 1  ital  operating 

I  irpii-i  iation 

Interest  . 

Insurance  and  •belter, 

i  "\  ei  bead    

TOTAL  COS!      

Fuel  us<<l  ]h-i  how 
I  pel  hour  (ql 


15 

292 

14.6 

4 

3200.82 


3  .20 
.03 
.03 

(.26) 

.31 

08 
.03 

(.42) 

3        .68 

1    "I 
18 


13 
260 

15    1 

5 

3202.48 


.20 

.03 

11 

(.34) 

.33 

09 

.03 

|    -LSI 


l    88 
.19 


30 

530 

15.5 

3 

3289.81 


.20 

.03 

.04 

I    27) 

.20 

06 

01 

(  27) 

.54 

1    77 
16 


22 
536 

15   2 
3 

3273.76 


.  19 
.02 
.06 

(.27) 

.19 
.05 
01 

(.25) 

.52 

1.66 

.12 


10 
808 

15   3 
4 

3365 . 63 


.22 

.02 

.05 

(.29) 

.11 
04 
.01 

(.16) 

.45 

2.02 
.17 


S 
822 

15  6 
3 

$338  39 


.20 

01 

04 

I    25) 

12 

03 

.01 

(16) 

.41 
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Table  3. — Cost  of  Operating  Tractors  with  Rubber  and  Steel 

Wheels  Records  Paired  for  Horsepower  Rating,  and  Hours 

of  Use  per  Year,  Central  Illinois,   1938 


Items 

Type  of  tires 

Rubber 

Steel 

38 

531 
15.0 
3 

3274.77 

,S        .19 
.02 
.04 

(.25) 

.20 
.05 
.01 

(.26) 

$        .51 

1  .69 
.12 

38 

527 

Average  horse  power 

15.6 

4 

3274.52 

Cost  per  hour 

Fuel 

Oil  and  grease 

2        .21 
.03 
.06 

(.30) 

.16 

.05 

01 

(.22) 

TOTAL  COST 

$        .52 

1  .87 

.16 

There  was  no  indication  (Table  2)  that  there  was  any  difference  in  cost  per 
hour  due  to  the  effect  of  soil  type,  therefore  the  records  from  both  soil  types 
were  combined  for  a  study  of  the  influence  of  type  of  tires. 

Effect  of  Type  of  Tires  on  Cost  per  Hour.  The  total  cost  per  hour  was  the 
same  for  both  rubber-tired  and  steel-tired  tractors.  (Table  3).  Operating  costs 
per  hour,  however,  averaged  25  cents  for  tractors  with  rubber  tires  and  30  cents 
for  those  with  steel  tires.  On  the  other  hand,  overhead  costs  averaged  26  cents 
for  rubber  tires  and  only  22  cents  for  steel  tires.  The  tractors  with  steel  tires 
were  a  year  older  than  those  with  rubber  tires  and  repairs  were  greater.  In  this 
analysis,  the  records  were  paired  as  nearly  as  possible  for  horsepower  rating  and 
for  the  number  of  hours  used  per  year.  Since  the  rubber-tired  tractors  accom- 
plished more  work  in  an  hour  than  the  steel-wheeled  tractors  and  the  cost  per 
hour  was  no  greater,  there  was  actually  an  advantage  for  the  rubber  equipment. 

Those  interested  in  a  more  complete  report  of  the  tractor  study  may  secure  it 
by  requesting  a  copy  of  mimeograph  AE  1318.  p.  E  Johnston 

CONSUMERS  AND  GRADED  BEEF 

During  the  past  several  years,  two  methods  of  identifying  quality  in  beef  have 
been  in  use.  They  are  known  as  the  government  grade-stamping  and  packer- 
branding  systems  of  quality  identification.  The  former  is  a  system  whereby  official 
graders  of  the  United  States  Department  of  Agriculture  grade  the  beef  accord- 
ing to  United  States  standards  and  then  stamp  that  particular  grade  on  the  carcass, 
so  that  it  will  appear  on  the  major  cuts.  The  latter  is  a  process  whereby  each 
packer  uses  his  own  graders  to  grade  the  beef  and  then  each  carcass  is  branded 
with  one  of  that  packer's  beef  brands. 

Beef  producers  are  interested  in  identification  of  quality  so  that  they  may  feel 
more  confident  that  their  beef  is  being  sold  at  retail  on  the  basis  of  its  actual 
quality,  and  because  satisfied  customers  are  likely  to  buy  more  beef.  Consumers 
are  interested  in  quality  identification  because  many  do  not  recognize  variations  in 
quality  and  must  depend  upon  someone  else  to  tell  them  what  quality  beef  they 
are  buying. 
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Now  the  question  arises,  are  consumers  buying  by  government  grade  or  by 
packer  brand?  When  making  purchases  do  they  use  these  methods  of  recognizing 
quality  if  both  are  available? 

During  the  past  summer,  351  consumers  were  interviewed  in  Decatur,  Illinois, 
and  their  reactions  to  this  and  other  questions  were  obtained.  The  interviews 
were  analyzed  in  two  groups,  256  taken  at  random  over  the  city  comprising  one 
group  (random  sample),  and  95  taken  in  shops  actually  handling  government 
grade-stamped  beef  comprising  the  other  (shop  sample). 

The  random  sample  interviews  were  sorted  on  the  basis  of  income — %  had 
an  income  of  $100  or  less  per  month,  nearly  %  na<J  an  income  of  from  $101 -$200 
per  month,  %0  received  from  $201-$300,  and  %4  received  over  $301  per  month. 

Grade-Stamped  Beef.  One-tenth  of  the  low-income  group,  %  of  the  next, 
y2  of  the  third,  and  %  of  the  high-income  group  said  they  bought  government 
grade-stamped  beef.  Several  factors  might  be  responsible  for  this  increase  with 
income,  but  the  surprising  thing  is  that  so  much  grade-stamped  beef  was  reported 
as  purchased  by  low-income  groups,  particularly  when  one  considers  that  all  grade- 
stamped  beef  sold  in  Decatur  was  of  good,  choice,  or  prime  quality.  It  appears 
that  many  consumers  with  limited  incomes  will  purchase  quality  beef  when  that 
quality  is  assured.  About  %  of  the  shop  sample  reported  the  purchase  of  grade- 
stamped  beef,  this  being  due  in  part  to  the  higher  income  of  the  consumers  in  this 
sample. 

Women's  organizations  were  responsible  for  the  introduction  of  grade-stamped 
beef  into  Decatur,  and  their  work  has  interested  many  consumers  in  buying  it. 

Housewives  rated  information  gained  at  club  meetings  and  from  retailers  as 
being  the  most  important  influences  in  interesting  them  in  grade-stamped  beef. 
Therefore,  it  would  seem  that  if  information  is  passed  out  by  retailers  and  educa- 
tional agencies,  it  can  be  made  effective. 

In  both  samples,  tenderness,  dependability,  and  flavor  were  the  three  mostt 
important  reasons  consumers  gave  for  purchasing  grade-stamped  beef.    Leanness 
and  low  price  were  additional  factors  of  less  importance. 

Packer-Branded  Beef.  In  the  random  sample,  large  majorities  of  all  income 
groups  said  they  bought  branded  beef.  Of  the  shop  sample,  only  58  percent  boughj 
branded  beef.  This  may  be  partially  explained  by  the  fact  that  a  large  percentage 
of  this  group  purchased  grade-stamped  beef. 

Few  consumers  could  distinguish  between  packer  beef  brands.  Most  consumers 
could  name  packing  companies,  35  percent  knowing  three  or  more,  29  percent 
knowing  two,  23  percent  knowing  one,  and  13  percent  could  not  name  any.  Xone<  nta 
knew  how  many  brands  any  packer  used  or  the  quality  relationship  between  these< 
brands.  The  market  survey,  a  separate  study,  has  disclosed  17  different  beef 
brands  from  6  different  packers  being  sold  in  Decatur.  Since  the  average  con- 
sumer did  not  know  whether  packer  first,  second,  third,  or  fourth  brands  wereflp 
being  purchased,  it  cannot  be  said  that  brands  were  understood  or  used  intelli- 
gently as  guides  to  quality  in  buying  beef. 

Advertising  and  the  activities  of  retailers  were  most  influential  as  reasons  for     x 
buying  beef  branded  with  a  packing  company's  brand.    In  regard  to  advertising,:^  the 
just  recently  the  first  attempt  by  packers  to  differentiate  between  their  various 
1  Hands  has  been  observed.    It  would  seem  that  we  need  more  advertising  of  this 
nature  to  help  make  a  brand  name  mean  something  to  the  consumer.    Yet  more 
recently   a   second   packer  has  arranged   to  merchandise  beef  carrying  both   hisjncei 
brands  and  the  official  government  grade  stamps. 

Vboul  --  of  both  samples  listed  tenderness  as  the  first  reason  for  buying  keel 
branded  with  a  brand  name,  about  %  listed  flavor,  '  7  listed  lower  price,  anc 
smaller  fractions  gave  other  reasons. 
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Consumer  Preferences.  Quality  in  beef  is  a  characteristic  of  the  flesh  and 
the  fat.  It  can  best  be  judged  by  such  characteristics  as  color  and  amount  of  lean, 
texture  of  the  lean,  degree  of  marbling,  the  amount  and  color  of  the  fat,  and  other 
characteristics  indicating  the  age  of  the  cattle.  In  this  survey,  those  people  with 
higher  incomes  wanted  more  fat  in  their  beef.  Only  %  of  the  low  income  group 
wanted  a  considerable  amount  of  fat  against  %  in  the  highest.  About  %  of  the 
shop  sample  preferred  a  considerable  amount  of  fat. 

As  regards  color  of  fat,  57  and  76  percent  of  the  two  samples  preferred  a 
white  fat,  while  39  and  24  percent  preferred  a  yellowish  fat.  More  of  the  low 
income  group  preferred  yellowish  fat,  possibly  because  their  beef  purchases  had 
always  carried  yellowish  fat.  Since  so  many  consumers  obviously  prefer  yellowish 
fat  over  white  in  their  beef,  possibly  our  quality  standards  should  be  modified  to 
provide  less  discrimination  against  a  yellowish  beef  fat.  This  may  become  more 
important  since  present  government  programs  are  emphasizing  increased  use  of 
pasture,  which  tends  to  produce  a  yellowish  fat. 

Marbling,  that  is  mixture  of  fat  with  the  lean  muscle,  was  desired  by  7  out 
of  10  in  the  random  sample  and  9  out  of  10  in  the  shop  sample.  As  for  color 
of  lean,  about  %0  of  all  consumers  interviewed  preferred  a  light  or  medium 
red  lean. 

About  60  percent  of  both  samples  did  not  know  the  class  or  sex  of  beef 
purchased.  When  asked  if  they  would  like  to  see  the  class  or  sex  of  the  beef 
stamped  on  the  carcass,  72  percent  of  the  random  sample  and  44  percent  of  the 
shop  sample  indicated  they  would.  The  latter  group  evidently  was  satisfied  with 
the  beef  they  were  getting,  and  care  less  for  further  identification. 

Conclusions.  1.  Government  grade-stamping  of  beef  seems  to  be  an  ef- 
fective means  of  identifying  quality  to  the  consumer.  This  method  is  being  used 
by  a  goodly  proportion  of  the  consumers  in  Decatur  and  is  growing  in  usage 
every  year. 

2.  Grade-stamped  beef  of  the  higher  grades  is  being  purchased  by  some 
consumers  in  the  lower  income  groups. 

3.  Dissemination  of  information  through  explanations  at  club  meetings  and 
by  well-versed  retailers  seems  to  be  effective  in  promoting  the  purchase  of  govern- 
ment grade-stamped  beef.  Possibly  information  put  out  by  other  educational 
agencies  working  in  the  meats  field  would  expand  its  usage. 

4.  The  present  method  of  identifying  quality  by  means  of  packer  branding 
has  definite  limitations  and  was  not  ordinarily  understood  by  the  housewives 
contacted  in  this  survey. 

5.  Advertisements  and  efforts  of  retailers  seem  to  have  been  effective  in  in- 
fluencing people  to  buy  branded  beef. 

6.  A  direct  relationship  existed  between  family  income  per  month  and 
preference  for  fat  in  beef — the  higher  the  income  the  greater  the  preference  for 
considerable  fat. 

7.  Considerable  percentages  of  each  sample  preferred  a  yellowish  fat  to  white 
tin  their  beef.    This  raises  the  question  whether  too  much  emphasis  has  been  placed 

on  the  color  of  fat  in  our  beef  grading. 

8.  The  majority  of  consumers  preferred  marbling  in  their  beef  and  most  of 
them  expressed  a  preference  for  either  a  light  or  medium  red  lean. 

9.  Class  identification  is  desired  by  the  majority  of  consumers  and  retailers. 
Since  this  practice  has  recently  been  abandoned  by  the  government  graders,  the 
question  arises  as  to  whether  it  is  wise  to  forego  a  practice  which  was  favored  by 
the  majority  of  consumers  and  retailers  contacted  in  this  survey. 

R.  C.  Ashby  and  Earl  C.  Hedluxd 
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Table  A. — Indexes  of  United  States  Agricultural  and  Business  Conditions 


Commodity  prices 


Year  and 

month 


Base  period 

1929 

1930 

1931 

1932 

1933 

1934 

1935 

1936 

1937 

1938 

1939 

1939  Jan..  .  . 

Feb...  . 

Mar. .  . 

Apr..  .  . 

May. . . 

June. . , 

July... 

August 

Sept. .  . 

Oct 

Nov. .  . 

Dec... 
1040  Jan.  .  . 


Wholesale  prices 


All  com- 
modities 


1926 
95 
86 
73 
65 
66 
75 
80 
81 
86 
79 
77 

77 

77 

77 

76 

76 

76 

75 

75 

79 

79 

79 

79" 

79" 


Farm 
products2 


1926 
105 

88 

65 

48 

51 

65 

79 

81 

86 

69 

65 

67 
67 
66 
64 
64 
62 
63 
61 
69 
67 
67 
68 
69" 


Illinois 
farm 
prices1 


1924-29 
104 
89 
62 
41 
45 
61 
82 
86 
96 
69 
65 

66 
66 
66 
64 
65 
62 
61 
58 
71 
67 
67 
66 


Prices 
paid  by 
farmers4 


1924-29 
99 
94 
80 
69 
71 
80 
81 
80 
84 
80 


78 
78 
7S 
78 
78 
78 
78 
77 
70 
79 
79 
79 
79 


Income  from  farm  marketings 


U.S. 

In 

money6 


Illinois 


1924-29 
103 
83 
58 
43 
49 
57 
64 
75 
81 
70 
72 

68 
60 
64 
64 
65 
60 
62 
71 
92 
96 
78 
77 


In 
money8 


In  pur- 
chasing 
power' 


1924-29 
103 
87 
58 
43 
51 
55 
65 
82 
86 
81 

99 
82 
103 
75 
82 
72 
67 
60 
73 
80 
86 


1924-29 
104 

93 

72 

62 

72 

69 

80 
102 
102 
101 

127 
105 
132 

96 
105 

92 

86 

78 

92 
101 
109 


Non- 
agricul- 
tural 
income* 


1924-29 
107 
100 

87 

68 

63 

72 

77 

90 

95 

88 

93 

91 
91 
91 
90 
91 
92 
92 
93 
93 
95 
96 
97 


Factory 
payrolls9 


1923-25 
110 
89 
68 
47 
50 
64 
74 
86 
102 
78 

84 

86 

88 

86 

85 

87 

84 

90 

94 
102 
102 


Indus- 
trial 
produc- 
tion10 


1923-25 
119 

96 

81 

64 

76 

79 

90 
105 
110 

86 
105" 

101 

98 

98 

92 

92 

98 
101 
103 
111 
121 
124 
128" 
120" 


Table  B. — Prices  of  Illinois  Farm  Products" 


Product 


Corn,  bu 

•Oats,  bu 

Wheat,  bu 

Barley,  bu 

Soybeans,  bu..  . 

Hogs,  cwt 

Beef  cattle,  cwt. 
Lambs,  cwt. .  .  . 
Milk  cows,  head 
Veal  calves,  cwt, 

Sheep,  cwt 

Butterfat,  lb. .  . 

Milk,  cwt 

Eggs,  doz 

Chickens,  lb.. . . 

Wool,  lb 

Apples,  bu 

Hay,  ton 

Potatoes,  bu.. . . 


Calendar  year  average 


$    .81 

.42 

1.30 

.66 

1.94 

9.97 

8.57 

12.22 

78.00 

11.27 

6.52 

.42 

2.32 

.30 

.21 

.36 

1.59 

13.38 

1.39 


1938 


60.00 

8.89 

3.36 

.25 

1.66 

.19 

.15 

.21 

.95 

7.65 

.73 


1939 


$   .43 

.28 

.67 

.41 

.74 

6.56 

8.18 

8.18 

63.00 

9.15 

3.44 

.23 

1.59 

.16 

.13 

.25 

1.07 

6.05 

.80 


Jan. 
1939 


$    .44 

.26 

.60 

40 

.70 

7.10 

7.70 

8.10 

64.00 

8.90 

3.30 

.24 

1.65 

.16 

.14 

.22 

1.40 

6.10 

.75 


Current  months 


Nov. 


$    .42 

.31 

.79 

.43 

.80 

6.10 

8.40 

8.20 

62.00 

9.50 

3.40 

.29 

1.85 

.24 

.12 

.31 

.75 

6.20 

.80 


$    .47 

.35 

.88 

.44 

.95 

5.10 

8.30 

8.20 

65.00 

9.10 

3.60 

.26 


Jan. 


$   .50 

.37 

.91 

.48 

1.00 

5.30 

8.50 

8.20 

64.00 

10.20 

3.60 

.29 

.75 

.17 

.12 

.30 

1.05 

6.50 

.90 


1. 


''-'For  sources  of  data  in  tables  see  January  issue. 
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RECENT  HOG  PRICE  MOVEMENTS  IN  THE  LIGHT  OF       • 
SUPPLY  AND  DEMAND  CONDITIONS 

Summary.  There  has  been  a  downward  trend  in  hog  prices  ever  since  the 
middle  of  1937.  The  early  part  of  this  decline  was  brought  on  by  a  decline  in 
demand  associated  with  the  depression  of  1937-38,  but  the  subsequent  decline  has 
been  the  result  of  larger  hog  production.  Much  of  the  growth  of  hog  production 
in  recent  years  has  been  in  the  South  where  corn  is  grown  on  the  land  formerly 
devoted  to  cotton. 

While  some  seasonal  decrease  in  supplies  is  to  be  expected  in  the  next  few 
months,  hog  marketings  are  expected  to  continue  large  for  at  least  another  year. 
Less  than  the  usual  seasonal  advance  in  prices  is  likely  in  the  next  six  months 
unless  there  should  be  material  improvement  in  domestic  or  foreign  demand  for 
hog  products. 


1937  1938  1939  194-0 

Fig.  1.  Price  of  Hogs  at  Chicago  and  Slaughter  at  12  Markets,  Weekly 


Increased  Market  Supplies.  Figure  1  shows  the  movement  of  hog  prices  at 
Chicago  and  of  slaughter  at  12  principal  markets.  There  has  been  a  marked, 
hough  irregular  decline  in  prices  since  the  latter  part  of  1937.  This  decline  has 
>een  due  in  part  to  the  increase  in  hog  marketings  which  has  been  underway  ever 
ince  1935. 

The  extent  of  the  increase  in  marketings,  however,  is  not  evident  from  the 
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weekly  figures.  Much  of  the  increased  hog  production  of  recent  years  has  been 
in  the  southern  states,  and  hogs  from  these  states  do  not  go  to  the  12  markets  for 
which  the  weekly  data  are  shown.  Furthermore  there  has  been  a  material  rise  in 
average  weights  since  1937  which  has  increased  the  amount  of  pork  even  more 
than  in  proportion  to  the  greater  number  of  hogs  marketed.  The  growth  of  the 
hog  supply  is  better  shown  by  the  total  weight  of  hogs  slaughtered  under  federal 
inspection  in  the  United  States.  This  rose  from  7,139  million  pounds  in  1937  to 
9,735  million  in  1939.  Prospects  are  that  in  1940  federally  inspected  slaughter 
will  be  about  11,000  million  pounds. 

A  decline  in  business  activity  during  1937  and  early  1938  was  also  of  major 
importance  in  contributing  to  the  price  decline  during  the  early  part  of  the  period 
shown.  In  the  last  six  months  of  1939,  on  the  other  hand,  improving  business 
activity  was  an  important  factor  tending  to  sustain  prices  in  the  face  of  rapidly 
increasing  supplies. 

Larger  Pig  Crops.    Most  of  the  increase  in  market  supplies  of  hogs  has 
resulted  through  larger  pig  crops.    From  a  low  point  of  55.1  million  in  1935  the 
annual  pig  crop  of  the  United  States  has  risen  to  71.1  million  in  1938  and  84.3 ; 
million  in  1939. 

The  greatest  increase  in  hog  production  as  compared  with  a  pre-drought 
average  (1929-1933)  has  been  in  the  southern  states.  The  following  table  shows 
the  annual  pig  crops  for  1935  and  1939  and  the  5-year  average,  by  the  principal 
regions  of  the  United  States. 

Table  1. — Pig  Crops  by  Regions,  Average  1929-1933  and  Annual  1935  and  1939 


Region 


East  North  Central 
West  North  Central. 
All  North  Central.  . 

North  Atlantic 

Southern2 

Western 


United  States. 


Average 
1929-1933 


(thousands) 
20,174 
41,012 
61,187 
1,378 
14,290 
3,177 

80,032 


1935 


(thousands) 
15,442 
22,646 
38,088 

1,270 
13,722 

2,006 

55,086 


19391 


Number 


(thousands) 
23,478 
34,312 
57,790 
1,822 
21,202 
3,488 

84,302 


Percent  of 

1929-1933 

average 


(percent) 
116.4 
83.7 
94.4 
132.2 
148.4 
109.8 

105.3 


A 


Sim; 

»-f( 


'Preliminary. 

2South  Atlantic  and   South  Central  States  combined. 


The  production  of  the  Corn  Belt  states  was  drastically  reduced  in  1935  by  th< 
1934  drought,  whereas  the  production  of  the  southern  states  was  but  little  af-: 
fected.  In  1939  the  pig  crop  of  the  Corn  Belt  (North  Central  region)  was  onhj 
94.4  percent  of  the  pre-drought  average,  whereas  the  South  had  a  crop  nearhj 
50  percent  larger  than  the  pre-drought  average. 

Cotton  acreage  declined  in  the  South  largely  as  a  result  of  the  federal  prograj 
and  unsatisfactory  cotton  prices.   With  the  reduction  of  cotton  acreage,  however 
has  come  a  great  increase  in  corn  and  hog  production. 

Prospects  for  Market  Supplies,  1939-40.   The  great  growth  of  hog  produj 

lion  in  the  South  has  resulted  in  some  uncertainty  as  to  just  what  to  expect  in  th< 
way  of  slaughter  supplies.  Although  the  total  1939  pig  crop  was  not  much  differ 
enl  than  that  of  1933,  the  regional  distribution  is  very  different.   According  to  th< 
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50  60  70  80  90 

TOTAL     PIG     CROP,      MILLION      HEAD 

Fig.  2.    Relation  of  Total  Hog  Slaughter*  to  Total  Pig  Crop 


ioo 


Bureau  of  Agricultural  Economics,  "Because  of  the  different  regional  distribution 
of  the  1939  pig  crop  from  other  years  when  the  total  United  States  crop  was 
about  the  same,  any  forecast  of  slaughter  based  on  past  relationships  with  the  pig 
crop  cannot  be  exact."1 

However,  the  growth  of  southern  hog  production  has  been  taking  place 
over  a  period  of  several  years,  and  does  not  appear  to  have  affected  seriously  the 
relationship  between  the  annual  pig  crop  and  slaughter  in  recent  years.  Figure  2 
shows  the  relation  of  the  annual  pig  crops  (spring  and  fall  combined)  of  the  years 
1924  to  1938  to  estimated  total  number  of  hogs  slaughtered  for  the  October- 
September  hog  marketing  years  of  1924-25  to  1938-39.  The  figures  on  hog 
slaughter  in  the  chart  include  not  only  the  federally  inspected  slaughter  but  also 
estimates  of  other  slaughter,  including  that  on  farms,  by  retail  butchers,  and  by 
non-federally  inspected  wholesale  slaughterers. 

The  number  of  hogs  slaughtered  in  the  marketing  years  can  be  closely  approxi- 
mated from  a  knowledge  of  the  pig  crop.  The  estimated  pig  crop  of  84.3  million 
head  in  1939  might  reasonably  be  expected  on  the  basis  of  the  average  relationship 
to  result  in  a  total  slaughter  of  approximately  74.5  million  hogs.  Some  deviation 
from  this  average  relationship  is  of  course  to  be  expected  in  any  year. 

In  view  of  the  present  unfavorable  corn-hog  ratio  there  might  well  be  a  con- 
siderable liquidation  of  hogs  in  the  next  year  or  two,  and  if  such  a  liquidation 
should  begin  during  the  current  year,  it  might  well  be  that  total  slaughter  would 
exceed  the  74.5  million  head  indicated  by  the  average  relationship. 

Prospects  for  Federally  Inspected  Slaughter,  1939-40.  The  annual  pig  crop 
tears  a  considerably  closer  relationship  to  total  slaughter  than  it  does  to  federally 
inspected  slaughter.  Figure  3  shows  the  federal  estimates  of  the  number  of  hogs 
(slaughtered,  other  than  federally  inspected,  in  the  calendar  years  1925-1938,  com- 
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*  Marketing   year,    beginning   October. 
■Livestock   Situation,   January   19,    1940, 


323 


15 


OJ 
o 
in  Q- 
tr 

k 


O? 


w» 

•  3fi 

38 

•30 

Z4* 

\±3l  ** 

\( 

,33 

20  21  22  23  24  25  26  27  28 

SLAUGHTER     NOT     FEDERALLY      INSPECTED,     MILLION     HEAD 

Fig.  3.    Relation  of  Adjusted  Price  to  Non-federally  Inspected  Slaughter 


pared  with  the  average  cost  of  hogs  per  hundredweight  in  terms  of  dollars  of  1926 
purchasing  power.  On  the  basis  of  this  relationship  prospects  for  non-federally 
inspected  slaughter  can  be  judged  in  the  light  of  the  possible  average  price  for  the 
season.  If  the  average  cost  of  hogs  slaughtered  during  the  1939-40  season  should 
be  $5.50  per  hundredweight  and  the  Bureau  of  Labor  Statistics  all-commodity 
index  (1926=  100)  should  be  80,  this  would  result  in  an  adjusted  price  for  the 
crop  year  of  $6.90,  and  on  the  basis  of  the  average  relationship  shown  in  Figure  4, 
would  indicate  a  non-federally  inspected  slaughter  of  approximately  25.3  million 
head  of  hogs.  Subtracting  this  figure  from  the  74.5  million  head  leaves  an  esti- 
mated federally  inspected  slaughter  of  about  49  million.  If  there  is  a  heavy  liqui- 
dation of  hogs  during  the  latter  part  of  the  marketing  year  slaughter  might  be 
larger. 

Forty-nine  million  hogs  weighing  on  the  average  230  pounds  would  result  in 
a  total  live  weight  of  federally  inspected  slaughter  of  11,270  million  pounds. 
Lower  average  weights  would  result,  of  course,  in  lower  total  weights  of  inspected 
slaughter,  but  the  above  reasoning  indicates  a  strong  likelihood  of  federally 
inspected  slaughter  during  the  1939-40  season  amounting  to  somewhere  in  the 
vicinity  of  11  billion  pounds — possibly  more.  It  is  of  course  based  on  various 
assumptions,  particularly  the  assumption  that  the  federal  estimate  of  the  1939  pig 
crop  is  correct. 

Rate  of  Marketing.  Marketings  thus  far  during  the  current  season  have 
been  much  larger  than  last  year.  Total  federally  inspected  slaughter  for  the  first 
five  months  (October  to  February)  of  the  marketing  year  (October  to  September) 
has  amounted  to  approximately  23  million  head  compared  with  18.5  million  during 
the  corresponding  period  of  last  season.  This  has  been  about  a  normal  rate  of 
marketing  of  the  spring  pig  crop  of  1939  as  is  indicated  by  Figure  4. 

Although  tlte  marketing  of  the  spring  pig  crop  of  1939  appears  to  have  pro- 

I'd  .is  rapidly  as  is  normal,  marketings  through  February  were  not  as  largt 
;i  proportion  of  the  year's  total  as  usual.  As  indicated  above,  however,  federall) 
inspected  slaughter  for  the  entire  crop  war  promises  to  be  about  49  or  50  millior 
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head.  Inspected  slaughter  during  the  first  five  months  of  the  marketing  year, 
therefore,  comprises  approximately  46  percent  of  the  total  to  be  expected  for  the 
entire  year.  This  compares  with  46.6  percent  in  the  corresponding  period  of  1938- 
39  and  an  average  of  49.2  percent  for  the  years  1928-29  to  1937-38  inclusive.  The 
prospect  for  a  larger  than  average  proportion  of  the  year's  slaughter  during  the 
months  March  to  September  inclusive  is  due  to  the  unprecedentedly  large  size  of 
the  fall  pig  crop.  The  fall  pig  crop  of  1939  was  the  largest  in  the  16  years  during 
which  estimates  are  available,  whereas  the  spring  pig  crop  has  been  exceeded  in 
three  years,  1927,  1931,  and  1933. 


Prospects  for  Market  Supplies,  1940-41.  Prospects  for  hog  marketings 
during  the  year  beginning  October,  1940  are  as  yet  highly  uncertain.  Nevertheless 
it  seems  clear  that  hog  marketings  will  be  large  during  at  least  the  first  half  of 
the  marketing  year.  According  to  the  December  federal  pig  survey,  the  number  of 
sows  expected  to  farrow  in  the  spring  of  1940  for  the  United  States  as  a  whole 
is  almost  exactly  equal  to  the  number  farrowed  in  the  spring  of  1939.  In  Illinois 
an  increase  of  7%  in  number  of  sows  to  farrow  was  indicated. 

The  direction  of  change  in  Illinois  farrowings  is  corroborated  by  the  inventory 
numbers  of  livestock  on  accounting  farms  in  Illinois.  On  these  farms  there  has 
been  an  increase  of  4.4%  in  the  total  number  of  brood  sows  on  hand  January  1, 
1940  as  compared  with  a  year  earlier.  The  increase  was  confined,  however,  to 
brood  sows  over  one  year  old,  there  having  been  an  increase  of  12%  in  such  brood 
sows  and  a  decrease  of  approximately  2%  in  the  number  of  brood  sows  less  than 
a  year  old.  This  decrease  in  the  younger  brood  sows  indicates  that  there  is 
already  in  evidence  a  tendency  to  decrease  hog  production.  Furthermore,  the  per- 
centage of  packing  sows  in  packer  and  shipper  purchases  at  seven  markets  was 
5.0  during  the  first  eight  weeks  of  1940  compared  with  an  average  of  3.7  per- 
cent in  the  corresponding  period  of  the  past  four  years.  However,  the  marketing 
lof  the  older  brood  sows  does  not  appear  to  have  been  heavy  enough  to  prevent 
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some  increase  in  the  size  of  the  Illinois  pig  crop  this  spring,  particularly  since 
weather  conditions  thus  far  have  been  favorable  for  farrowing. 

All  in  all.  it  would  seem  that  the  United  States  spring  pig  crop  for  1940  is 
likely  to  be  nearly  as  large  as  that  of  1939.  The  corn-hog  ratio,  which  declined 
drastically  during  recent  months,  is  likely  to  continue  low  and  to  result  in  a  rather 
heavy  liquidation  of  brood  sows  next  summer,  and  in  a  considerable  reduction  in 
the  1940  fall  pig  crop  compared  with  that  of  1939.  In  view  of  these  indications, 
it  seems  likely  that  hog  marketings  during  the  first  half  of  the  1940-41  marketing 
year  will  be  nearly  as  large  as  in  the  current  year,  but  that  there  will  be  a  marked 
decline  during  the  spring  and  summer  months  of  1941. 

Price  Prospects.  Since  a  larger-than-average  proportion  of  the  year's  hog 
marketings  remain  for  the  months  March  to  September,  it  is  to  be  expected  that 
any  seasonal  rise  in  prices  such  as  ordinarily  takes  place  during  these  months 
might  be  delayed  and  reduced.  The  typical  seasonal  movement  of  hog  prices  is 
for  the  lowrest  level  to  be  reached  in  December  or  January.  In  years  when  the 
peak  of  hog  marketings  comes  late,  as  it  did  in  the  1937-38  season  (see  Figure  1), 
the  lowest  level  of  prices  is  likely  to  be  reached  in  January  rather  than  in  Decem- 
ber. In  years  such  as  1938-39  when  the  peak  of  marketings  comes  earlier,  the 
tendency  is  for  the  lowest  prices  to  be  reached  in  December.  Then  there  is 
ordinarily  a  rise  during  February  and  March  following  which  there  is  typically 
little  change  until  a  summer  rise  results  in  a  seasonal  peak  of  prices  in  late  summer 
nr  early  fall. 

In  the  current  season  it  is  likely  that  February  prices  would  have  improved 
over  those  of  January  and  that  there  would  have  been  some  further  improve- 
ment in  March  had  it  not  been  for  the  slackening  of  business  activity  during  the 
past  two  months.  This  slackening  of  business  activity  combined  with  the  smaller- 
than-average  proportion  of  the  total  pig  crop  marketed  during  the  early  part  of 
the  marketing  year  prevented  any  seasonal  rise  during  February  and  bids  fair  to 
prevent  more  than  a  moderate  rise  during  March  or  April  unless  there  should  be 
evidence  of  an  end  to  the  current  decline  in  business  activity  which  has  been  under- 
way since  December. 

Some  small  seasonal  rise  in  prices  is  of  course  to  be  expected  between  now  and 
midsummer,  hut  a  basically  strong  hog  price  situation  is  to  be  expected  only  as  a 
result  of  a  marked  improvement  in  demand  or  as  we  approach  a  period  of  reduced 
hog  marketings.  As  indicated  above,  no  very  material  reduction,  other  than 
seasonal,  in  hog  marketings  seems  likely  until  1940  fall  pigs  come  on  the  market. 
Improved  demand  for  hog  products,  on  the  other  hand,  might  occur  either  from 
a  renewed  advance  in  business  activity  in  the  United  States  or  from  improvement 
in  foreign  demand  for  hog  products.  K.  J.  Working 
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COST  OF  PRODUCING  HOGS  ^ 


Over  short-time  or  year-to-year  periods,  the  cost  of  producing  pork  on  the 
farm  is  governed  largely  by  fluctuations  in  the  price  of  corn,  because  the  value 
of  corn  fed  to  hogs  constitutes  approximately  65  percent  of  the  total  cost  of 
making  gain  in  live  weight.  However  over  a  long-time  period  of  twenty  years  or 
more,  the  effects  of  improved  methods  in  hog  feeding  and  management  are 
evidenced  in  rather  definite  changes  in  the  amounts  of  feed,  labor,  and  other  cost 
items  required  to  produce  a  given  gain  in  hogs  and,  in  turn,  affect  cost.  The  in 
i  reasing  practice  on  the  part  of  hog  producers  to  follow  good  hog  sanitation,  to 
feed  rations  thai  are  better  balanced  than  those  formerly  used,  to  feed  grain  and 
entrates  in  self  Feeders,  and  to  keep  growing  pigs  on  legume  pastures  has 
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had  the  effect  of  reducing  the  quantity  of  feed,  labor,  and  other  items  of  cost  in 
hog  production.  Long-time  farm  cost  studies  have  measured  these  changes  and 
shown  their  effects. 

The  only  recent  farm  cost  figures  on  hog  production  in  Illinois  deal  with  costs 
on  farms  in  Champaign  and  Piatt  counties  and  are  typical  of  the  east-central 
portion  of  the  state.  The  figures  are  out  of  a  study  which  was  started  in  1920 
and  has  been  carried  on  continuously  in  these  counties  since  that  year.  The  long- 
time nature  of  the  study  makes  the  figures  on  hog  costs  of  unusual  value  although 
they  were  obtained  in  an  area  in  which  the  farm  income  was  derived  very  largely 
from  the  sale  of  feed  grains  and  not  from  the  sale  of  livestock.  During  the  nine- 
teen years  ending  in  1938,  there  was  an  average  annual  production  of  12,200 
pounds  of  pork  represented  by  sales  of  50  to  55  market  hogs  per  farm  in  the  cost 
study.  These  hogs  in  no  year  consumed  as  much  as  one-fifth  of  the  corn  produced 
on  the  average  farm  in  the  study.  In  the  three  years  1936-1938,  hog  sales,  and  any 
inventory  increases  that  may  have  occurred  by  having  more  hogs  on  the  farm  at 
the  end  of  the  year  than  at  the  beginning,  amounted  to  fifteen  percent  of  the 
gross  farm  income. 

The  study,  although  in  a  cash  grain  area,  indicates  that  economies  were  made 
possible  in  the  amount  of  grain  and  labor  required  in  pork  production  as  the 
result  of  changes  in  the  management  of  the  hog  enterprise  over  the  past  nineteen 
years.  In  the  five-year  period  1920-1924,  there  were  508  pounds  of  corn,  oats,  and 
wheat  fed  to  obtain  100  pounds  gain  in  weight,  while  in  the  recent  five-year  period, 
1934-1938,  a  total  of  only  434  pounds  of  grain  were  required  (see  Table  1). 
During  the  years  which  lapsed  between  the  beginning  and  the  end  of  the  period 
reported,  there  was  an  increase  in  the  amount  of  protein  concentrates  used  in  the 
ration  equal  to  one  and  three-quarters  times  the  amount  used  in  1920,  and  the 
ratio  of  protein  concentrates  to  farm  grains  increased  nearly  two  and  one-quarter 
times  the  ratio  of  these  feeds  in  1920.  As  ten  pounds  of  skimmilk  are  equivalent 
to  one  pound  of  tankage  in  the  hog  ration,  skimmilk  can  be  reduced  to  its  tankage 
equivalent.  The  amount  of  tankage,  tankage  equivalent,  and  other  proteins  fed  in 
the  ration  increased  from  thirteen  pounds  per  hundred  pounds  gain  in  hogs  in 
1920-1924  to  twenty-six  pounds  in  1934-1938.  Between  these  periods,  farm 
grain  required  in  producing  one  hundred  pounds  of  live  hog  declined  74  pounds. 

Not  all  of  the  saving  in  grain  came  from  the  use  of  better  balanced  grain 
rations,  although  it  probably  had  a  major  influence ;  some  of  the  saving  was  no 
doubt  the  result  of  better  hog  sanitation  and  use  of  more  legume  pastures.  Hogs 
in  this  area  today  are  allowed  to  run  on  pasture  nearly  seven  times  as  many  days 
as  they  were  twenty  years  ago.  The  practice  of  allowing  hogs  to  run  in  husked 
corn  fields  is  general  in  the  area  and,  in  the  accompanying  table,  days  in  stalk 
fields  are  included  as  pasture  days.  In  1920,  eight  percent  of  the  growing  pigs 
were  on  legume  pasture  for  varying  lengths  of  time.  Twelve  percent  of  the 
cooperating  farmers  that  year  did  not  place  their  hogs  on  pasture  of  any  kind, 
and  hog  pasture  on  the  rest  of  the  farms  was  principally  corn-stalk  fields.  In 
1938,  forty-three  percent  of  the  growing  pigs  were  on  legume  pasture  during  the 
entire  spring  and  summer  months;  the  remaining  fifty-seven  percent  were  on 
non-legume  pasture. 

The  cost  records  in  the  early  '20's  do  not  indicate  the  number  of  farms  using 
self-feeders  or  those  feeding  by  hand,  but  the  opinions  of  men  who  have  farmed 
in  these  counties  during  the  whole  of  the  period  are  that  far  more  self-feeding 
md  less  hand-feeding  is  practiced  today  than  twenty  years  ago.  Regardless  of  the 
relative  economies  of  the  two  methods  in  the  utilization  of  feed  by  hogs,  the  self- 
feeder  method  requires  less  man  labor  and  permits  the  use  of  the  truck  to  refill 
'!],;  :he  self-feeders  only  as  needed  and  wherever  they  may  be  located  on  the  farm. 

R.  IT.  Wilcox 
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Table  1.— Cost  of  Producing  100  Pounds  Live  Weight  of  Hogs,  Champaign  and  Piatt 
Counties,  1920-1924  and  1934-1938 


Cost  per  100  pounds  gain 

Feed 

Man  labor 

Horse  labor 

Interest  on  investment .  . 
Buildings  and  equipment 
Veterinary  and  medicine. 

Overhead 

Total  cost 

Feed  per  100  pounds  gain 

Corn 

Oats 

Wheat 

Tankage 

Other  proteins 

Skimmilk 

Mill  feeds 

Minerals 

Dry  roughage 

Pasture  days 

Straw  (pounds) 

Labor  per  100  pounds 

Man  hours 

Horse  hours 

Average  price  of  corn  fed .  . 

Ave.  weight  of  hogs  sold 
(pounds) 


1920-1924     1934-1938 


$7.22 
.99 
.11 
.32 
.30 
.19 
.77 

$9.90 

(lbs.) 

467 

39 

2 

4 

3 

65 

6 

1 

4 

7 
12 


4.0 

.7 


$    .74 


213 


$5 .  59 
.55 
.02 
.18 
.23 
.08 
.36 

$7.01 

(lbs.) 

401 

29 

4 

8 

11 

75 

2 

1 

2 

46 
16 


2.7 
.2 


$    .66 


$4.88 
.49 
.02 
.12 
.21 
.08 
.30 

$6.10 

(lbs.) 

497 

12 

6 

10 

4 

89 

1 


2.8 
.3 


$    .56 

225 


$5 .  59 
.54 
.02 
.19 
.23 
.08 
.37 

$7.02 

(lbs.) 
431 
14 
5 

10 
8 
86 
1 
1 
3 

40 

21 


2.8 
.2 


$    .71 
225 


$6.02 
.55 
.02 
.21 
.27 
.08 
.34 


$7.49 

(lbs.) 

360 

25 

1 

5 

12 

75 

5 

1 

1 

65 
13 


3.0 
.1 


$    .73 


$7.40 
.59 
.03 
.22 
.22 
.10 
.37 


$8.93 

(lbs.) 

362 

62 

5 

8 

13 

64 

2 

1 

3 

39 
14 


2.6 

.2 


$    .84 


$4.04 
.59 
.03 
.17 
.20 
.07 
.39 

$5.49 

(lbs.) 

355 

33 

3 

5 

19 

59 


2.5 
.2 


$    .46 
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ILLINOIS  LIVESTOCK  PRODUCTION  ON  INCREASE 

Livestock  on  Illinois  farms  increased  sharply  in  1939  even  though  62  million 
bushels  of  1937  and  1938  Illinois  corn  were  placed  under  seal,  and  the  sealing  of 
a  larger  amount  of  1939  corn  is  anticipated.  Total  feed  supplies  per  animal  unit 
have  been  at  high  levels  since  the  harvest  of  the  1937  corn  crop.  Livestock  num- 
bers were  reduced  to  abnormally  low  levels  as  a  result  of  the  1934  drouth  and 
the  AAA  programs.  Since  1935,  however,  hog  numbers  have  been  increasing,  and 
a  slight  increase  in  cattle  numbers  appeared  in  1938,  followed  by  a  sharp  increase 
in  1939,  according  to  information  secured  from  inventories  of  over  1900  farm 
accounts  for  1938,  and  2520  accounts  for  1939. 

The  accounting  farmers  had  21  percent  more  beef  cows  on  hand  January  1, 
1940,  than  a  year  earlier.  The  increase  from  1938  to  1939  was  3  percent.  There 
were  17  percent  more  feeder  cattle  on  farms  January  1,  1940,  than  a  year  earlier, 
as  contrasted  with  an  increase  of  7  percent  for  1938.  This  increase  in  beef  cattle 
numbers  for  Illinois  is  a  part  of  the  general  up-swing  taking  place  over  the  entire 
I  nited  States. 

There  was  an  increase  of  2  percent  in  the  number  of  dairy  cows  between 
January  1,  1939,  and  January  1,  1940.  The  added  cows  were  found  in  the  Chicago 
and  St.  Louis  dairy  areas.    No  increase  in  dairy  cows  was  indicated  in  1938. 

I  line  was  an  increase  of  21  percent  in  the  number  of  brood  sows  on  farms 
from  January  1,  1938  to  January  1,  1939,  but  an  increase  of  only  4  percent  from 
January  1,  1939  to  January  1,  1940.  The  increase  of  21  percent  for  1938  checked 
closely  with  that  reported  by  the  (  ooperative  Crop  Reporting  Service,  and  the 
December,  1939,  pig  survey  reported  7  percent  more  sows  to  farrow  in  the  spring 
of  1940  than  farrowed  in  the  spring  of  1939,  which  is  slightly  higher  than  the 
ntage  increase  re] toiled  by  accounting  farmers. 

The  accounting    fanners,   in   common   with   many  others  in   Illinois,  held  an 
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unusual  number  of  spring  pigs  for  sale  after  January  1,  1940.  This  situation 
resulted  in  excessive  marketings  of  hogs  in  January  and  February  of  1940.  The 
records  indicate  an  increase  of  38  percent  in  the  number  of  spring  pigs  on  hand 
January  1,  1940,  23  percent  for  summer  pigs,  and  28  percent  for  fall  pigs.  There 
were  87,480  spring,  summer,  and  fall  pigs  on  the  2520  farms  January  1,  1939,  and 
126,598  head  on  January  1,  1940,  or  an  addition  of  30  percent.  There  were  13.5 
litters  of  pigs  farrowed  per  farm  on  accounting  farms  in  1939  as  contrasted  with 
10  litters  in  1938.  The  total  number  of  pigs  saved  in  the  United  States  in  1939 
(84.3  million)  was  the  largest  on  record. 

On  January  1,  1939,  55  percent  of  the  sows  on  accounting  farms  were  gilts, 
whereas  on  January  1,  1940,  this  percentage  had  declined  to  52.  The  large 
increase  in  the  number  of  sows  in  1938  was  due  entirely  to  a  larger  number  of 
gilts,  whereas  in  1939,  the  number  of  gilts  per  farm  declined  and  the  increase  of 
4  percent  in  the  number  of  sows  on  farms  was  due  entirely  to  a  larger  number  of 
sows  over  a  year  old. 

The  hog-corn  price  ratio  dropped  very  rapidly  prior  to  the  period  when  sows 
were  bred  for  farrow  in  the  spring  of  1940,  even  though  it  appears  that  the  carry- 
over of  corn  on  October  1,  1940,  will  be  about  100  million  bushels  larger  than  the 
record  carryover  for  October,  1939.  For  the  week  ending  February  17,  1940,  9.0 
bushels  of  corn  were  equal  in  value  to  100  pounds  of  hogs,  as  contrasted  with 
16.4  bushels  for  the  same  week  in  1939.  The  present  feeding  ratio  is  less  favor- 
able than  normal ;  therefore,  there  will  be  but  little  increase  in  the  number  of 
sows  to  farrow  in  the  spring  of  1940,  even  though  total  corn  supplies  are  large. 
The  large  amount  of  corn  under  seal  is  responsible,  in  part  at  least,  for  this 
situation. 

Only  75  of  the  2520  farms  had  lambs  on  feed  January  1,  1940,  but  these  farms 
had  23  percent  more  lambs  than  a  year  earlier. 

The  following  data  indicate  the  percentage  increases  in  livestock  on  accounting 
farms  from  the  beginning  to  the  end  of  the  calendar  years  1938  and  1939: 

1938  1939 

Dairy  cows 0  2 

Beef  cows 3  21 

Feeder  cattle 7  17 

Feeder  lambs 0  24 

Brood  sows 21  4 

Number  of  pigs 

Spring  pigs Decrease  14  38 

Summer  pigs Decrease  10  23 

Fall  pigs 23  28 

The  following  are  the  number  of  sows  per  farm  which  farrowed  on  Illinois 

accounting  farms: 

b  1938  1939 

Spring 5.8  7.8 

Summer 8  1.1 

Fall _3J$  4.6 

Total 9.9  13.5 

P.  E.  Johnston 

INCREASING  MILK  CONSUMPTION  THROUGH  USE  OF 
QUANTITY  DISCOUNTS 

Two  marked  changes  which  have  occurred  in  the  retail  distribution  of  milk  in 
the  past  few  years  are  the  marked  increase  in  store  sales  of  milk  resulting  in  a 
decreasing  proportion  of  wagon  sales,  and,  more  recently,  the  marked  increase  in 

I  the  sale  of  milk  in  gallon  and  half-gallon  lots  both  through  stores  and  on  the 
wagon. 
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Table  1. — Distribution  of  Class  I  Sales  by  Units  in  the  St.  Louis 
Marketing  Area  for  the  Julys,  1934  to  19391 


Percent  of  Total  Class  1  Sales 

1934 

1935                    1936                   1937 

1938 

1939 

Gallons2 

Wholesale 

Retail 

Total 

15.09 
15.09 

9.36 
9.36 

7.97 
7.97 

8.64 

.54 
9.18 

9.51 
3.21 

12.72 

7.38' 
11.90 
19.28 

Half -gallons 

Wholesale 

Retail 

Total 

.03 
.03 

.07 
.14 

.21 

4.46 
9.87 
14.33 

Quarts 

Wholesale 

Retail 

Total 

28.81 
47.95 
76.76 

32.17 
51.20 
83.37 

36.79 
46.84 
83.63 

35.29 
47.06 
82.35 

36.42 
43.10 
79.52 

29.73 
31.07 
60.80 

Pints 

Retail 

Total 

2.97 
2.49 
5.46 

2.18 
2.44 
4.62 

2.50 

2.22 
4.72 

2.38 
1.71 
4.09 

1.55 
1.07 
2.62 

.62 

.59 

1.21 

Third-quarts 

Wholesale 

.58 

.55                      .66                      .72 

.78 

.65 

Half-pints 

Wholesale 

Retail 

Total 

2.06 

.05 

2.11 

2.10 
2.10 

3.02 
3.02 

3.63 
3.63 

4.15 
4.15 

3.59 

.14 

3.73 

Grand  Total 

49.51 
50.49 
100.00 

46.36 
53.64 
100.00 

50.94 

49.06 

100.00 

50.69 

49.31 

100.00 

52.48 
47.52 
100.00 

46.43 

Retail 

Total 

53.57 
100.00 

•Compiled  by  Market  Administrator's  Office.      For  1934,  see  111.  Exp.  Sta.   Bui.  412,  p.   134,  Table   11. 
2Sales  through  plant  stores  are  included  in  wholesale,  and  sales  to  peddlers  are  included  in   retail, 
including  bulk  gallons  sold  in   1939.     Bulk  gallons  in  quantities  of  2  or  more  gallons  constituted   3.85 
percent   of   the   Class   I   sales  in   this   year. 

In  New  York  City,  for  example,  stores  handled  46  percent1  of  total  sales  of 
milk  in  1938  as  compared  with  28  percent2  in  1927.  In  Chicago,  store  sales  have 
increased  from  about  one-fifth  of  the  total  in  1929  to  46  percent  in  1939.3  In 
1938,  store  sales  of  milk  in  St.  Louis  were  42  percent4  of  total  sales  compared 
with  about  20  percent5  in  1929.  Detroit,  Philadelphia,  Pittsburgh,  Los  Angeles, 
and  San  Francisco  are  other  cities  where  store  sales  of  milk  have  increased 
substantially  in  recent  years. 

Sales  of  milk  in  gallon  and  half-gallon  containers  in  St.  Louis  increased  from 
around  4  percent6  of  the  tolal  in  July,  1936  to  29.8  percent  in  July,  1939.  (Table 
1).  In  November,  1939,  the  Borden  and  Sheffield  companies  in  New  York  City 
initiated  the  use  of  the  two-quart  paper  container  on  their  retail  routes  at  a 
price  one  and  one-half  cents  per  quart  lower  than  the  quart  price  in  glass  bottles. 
In  January,  1940  the  larger  milk  companies  in  Chicago  commenced  the  salt-  of 
milk  in  gallon  jugs  and  two-quart  bottles  in  certain  competitive  areas  in  this  city. 
Many  smaller  cities,  including  Champaign-Urbana,  Illinois,  have  been  selling  mill 
in  quantity  lots  at  lower  prices  for  several  years. 

'New    York   State  College  of  Agriculture  and  U.S.D.A.,  Agricultural   Economics  237,  June,   1938,  pp. 
l   and    ' 

ny  Agr.  Exp.  Sta.   Bui.  459,  July,   1927,  p.   7. 
I    timate  of  Chicago  Associated  Milk  Dealers,  Inc. 
'As  reported  bj  the  St.  [..mis  Milk  Market  Administration. 
'Estimate  "i  an  official  "i  on<    "t  Hi.    largei   distributing  companies. 

es  a  sale  of  bulk  gallons  in   1936  equal  to  that  in  1939  (see  Table  l.  footnote  3). 
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Why  have  store  sales  of  milk  increased  so  rapidly  during  the  past  few  years? 
While  other  factors  have  undoubtedly  had  some  influence,  the  major  reason  why 
consumers  have  turned  to  store  sales  can  be  attributed  to  the  low  price  of  milk  at 
stores.  In  June,  1938,  the  store  price  of  market  milk  in  New  York  City  averaged 
4  cents  per  quart  less  than  wagon  price  for  single  quarts.  In  Chicago,  store  prices 
from  1938  to  1940  have  ranged  from  2  cents  to  4i/2  cents  per  quart  less  than 
wagon  prices  for  single  quarts.  In  Detroit,  store  prices  in  recent  years  have 
ranged  from  2  to  5  cents  per  quart  below  wagon  prices.  Similar  differences  be- 
tween wagon  and  store  prices  have  taken  place  in  most  of  the  other  markets  where 
there  have  been  large  increases  in  store  sales  of  milk. 

What  has  caused  the  marked  increase  in  sales  of  milk  in  gallon  and  half -gallon 
lots?  In  the  St.  Louis  market  sale  of  milk  in  gallon  jugs  at  32  to  36  cents  at  stores 
paved  the  way  for  sale  of  milk  in  gallon  lots1  at  40  cents  on  retail  routes.  These 
prices  were  3  or  4  cents  below  the  announced  retail  prices  for  quarts — 13  cents 
on  wagons  and  12  cents  at  stores.  Gallon  jugs  were  followed  by  the  two-quart 
bottle,  selling  at  from  16  to  18  cents  in  stores  and  22  cents  for  home  deliveries. 
Home  deliveries  of  gallon  lots  of  milk  increased  from  one-half  of  one  percent 
of  the  total  Class  I  sales  in  July,  1937  to  11.9  percent  in  July,  1939.  (Table  1). 
Half-gallons  of  milk,  wholesale  and  retail,  increased  from  a  negligible  amount  in 
July,  1937  to  14.3  percent  of  total  sales  in  July,  1939.  In  the  Chicago  market, 
sales  of  milk  in  stores  and  in  milk  depots  at  low  prices  also  paved  the  wray  for 
the  use  of  gallon  jugs  and  the  two-quart  bottle  for  home  deliveries.  Limited  at 
hrst  to  three  restricted  areas  in  the  suburban  areas,  quantity  discounts  more 
recently  have  been  extended  to  other  areas  on  the  western  margin  of  the  city.2 
In  these  areas  the  home-delivered  price  is  40  cents  for  gallons  and  22  cents  for 
half-gallons,  compared  with  13  cents,  the  price  for  single  quarts. 

What  effect  do  quantity  discounts  have  upon  total  sales  of  milk?  In  1939,  total 
milk  sales  in  St.  Louis  were  9.7  percent  higher  than  in  1938.3  This  compared 
with  a  2.3  percent  increase  during  this  same  period  for  the  136  markets  included 
in  the  reports  of  the  Milk  Industry  Foundation.  Since  the  increase  in  sales  of 
milk  in  St.  Louis  in  quantity  lots  far  exceeded  the  loss  of  sales  in  quart  or  smaller 
units,  it  is  reasonable  to  believe  that  the  sale  of  milk  in  these  larger  quantities  at 
lower  prices  was  a  strong  factor  in  bringing  about  the  increase  in  total  market 
sales. 

In  February,  1940,  Chicago  dealers  reported  a  10  to  15  percent  increase  in 
sales  in  the  three  areas  where  they  first  introduced  the  multiple  containers  at  low 
prices.2  It  is  probable  that,  in  part  at  least,  this  increase  in  sales  represented  a 
shift  from  store  or  depot  to  home  deliveries. 

Since  both  St.  Louis  and  Chicago  operate  under  a  Federal  Order  which  fixes 
minimum  prices  to  be  paid  by  handlers,  the  increased  sale  of  milk  in  quantity  lots 
in  these  cities  at  lower  prices  represents  a  reduction  in  handling  margins  and  not 
a  reduction  in  prices  paid  to  producers.  R.  W.  Bartlett 


'The  home-delivered  price  of  40  cents  per  gallon  became  effective  throughout  the   St.   Louis  market   in 
the  late  fall  of  1938. 

2From  the  Chicago  Federal  Milk  Market  Administrator  Reporter,   February,   1940,  pp.   7  and  8. 
3Based  upon  reports  of  the  St.   Louis  Milk  Market  Administration. 


[331] 


Table  A. 

—Indexes  of  U 

nited  States  Agricultural  and  Business  Condition 

S 

I 

Commodity  prices 

Incomefromfarm  marketings 

Non- 

agricul- 

tural 
income8 

Factory 
payrolls' 

Indus- 
trial 
produc- 
tion10 

1 

Year  and 

Wholesale  prices 

Illinois 
farm 
prices' 

Prices 
paid  by 
farmers4 

U.S. 

In 

money' 

Illinois 

^=- 

month 

All  com- 
modities1 

Farm 

products1 

In 
money8 

In  pur- 
chasing 
power7 

De 

Base  period 

1929 

1926 
95 
86 
73 
65 
66 
75 
80 
81 
86 
79 
77 

77 
77 
77 
76 
76 
76 
75 
75 
79 
79 
79 
79 
79 
78" 

1926 
105 

88 

65 

48 

51 

65 

79 

81 

86 

69 

65 

67 
67 
66 
64 
64 
62 
63 
61 
69 
67 
67 
68 
69 
69" 

1924-29 
104 
89 
62 
41 
45 
61 
82 
86 
96 
69 
65 

66 
66 
66 
64 
65 
62 
61 
58 
71 
67 
67 
66 
68 
67 

1924-29 
99 
94 
80 
69 
71 
80 
81 
80 
84 
80 
78 

78 
78 
78 
78 
78 
78 
78 
77 
79 
79 
79 
79 
79 
79 

1924-29 
103 
83 
58 
43 
49 
57 
64 
75 
81 
70 
72 

68 
60 
64 
64 
65 
60 
62 
71 
92 
96 
78 
77 

1924-29 
103 
87 
58 
43 
51 
55 
65 
82 
86 
81 

99 
82 
103 
75 
82 
72 
67 
60 
73 
80 
86 

1924-29 
104 

93 

72 

62 

72 

69 

80 
102 
102 
101 

127 
105 
132 

96 
105 

92 

86 

78 

92 
101 
109 

1924-29 
107 
100 

87 

68 

63 

72 

77 

90 

95 

88 

93 

91 
91 
91 
90 
91 
92 
92 
93 
93 
95 
96 
97 
98 
97 

1923-25 
110 
89 
68 
47 
50 
64 
74 
86 
102 
78 
91 

84 

86 

88 

86 

85 

87 

84 

90 

94 
102 
102 
104 

98 

1923-25 
119 

96 

81 

64 

76 

79 

90 
105 
110 

86 
105 

101 

98 

98 

92 

92 

98 
101 
103 
111 
121 
124 
128 
119 
109" 

— 

1930 

\j.'~ 

1931 

^~- 

1932 

1933 

1934 

1935 

1936 .  . 

1937 

1938 

D 

1939 

1939  Jan 

If 

Feb 

m 

July 

Sept 

Oct 

Dec 

1940  Jan 

Feb 

I. 

Table  B. — Prices  of  Illinois  Farm  Products" 


i  the 


rri'/i  e;: 


Product 


Corn,  bu 

Oats,  bu 

Wheat,  bu 

Barley,  bu 

Soybeans,  bu. .  . 

Hogs,  cwt 

Beef  cattle,  cwt. 
Lambs,  cwt. .  .  . 
Milk  cows,  head 
Veal  calves,  cwt. 

Sheep,  cwt 

Butterfat,  lb. .  .  . 

Milk,  cwt 

Eggs,  doz 

Chickens,  lb.. . . 

Wool,  lb 

Apples,  bu 

Hay,  ton 

Potatoes,  bu.. . . 


Calendar  year  average 


$   .81 

.42 

1.30 

.66 

1.94 

9.97 

8.57 

12.22 

78.00 

11.27 

6.52 

.42 

2.32 

.30 

.21 

.36 

1.59 

13.38 

1.39 


1938 


$    .45 

.24 

.68 

.53 

.75 

8.06 

7.68 

7.76 

60.00 

8.89 

3.36 

.25 

1.66 

.19 

.15 

.21 

.95 

7.65 

.73 


1939 


$   .43 

.28 

.67 

.41 

.74 

6.56 

8.18 

8.18 

63.00 

9.15 

3.44 

.23 

1.59 

.16 

.13 

.25 

1.07 

6.05 

.80 


Feb. 
1939 


$   .40 

.25 

.61 

.40 

.65 

7.50 

8.00 

7.90 

67.00 

9.70 

3.60 

.24 

1.55 

.14 

.14 

.21 

1.30 

6.40 

.75 


Current  months 


$   .47 

.35 

.88 

.44 

.95 

5.10 

8.30 

8.20 

65.00 

9.10 

3.60 

.26 

1.80 

.19 

.11 

.31 

.95 

6.50 

.80 


Jan. 


$   .50 

.37 

.91 

.48 

1.00 

5.30 

8.50 

8.20 

64.00 

10.20 

3.60 

.29 

1.75 

.17 

.12 

.30 

1.05 

6.50 

.90 


Feb. 


$   .51 

.37 

.91 

.48 

.94 

5.00 

8.10 

8.20 

63.00 

9.70 

3.75 

.28 

1.70 

.20 

.12 

.29 

1.05 

6.60 

.90 


jge : 


ters. 


spans 

nav  k 

5,] 


'-"For  sources  of  data  in  tables  see  January  issue. 
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Do  you  wish  to  continue  to  receive  Illinois  Farm  Economics? 
If  so,  please  stamp,  sign  and  mail  the  enclosed  card.  The 
mailing  list  is  being  revised. 


THE  BEEF  CATTLE  CYCLE 
Summary 

1.  The  major  year-to-year  changes  in  beef  cattle  prices  are  caused  by  changes 
n  the  supply  of  beef,  the  demand  for  beef,  and  other  factors  represented  in 
novements  in  the  general  level  of  prices  of  the  nation  as  a  whole. 

2.  Periods  between  peaks  of  the  purchasing  power  of  beef  cattle  have  aver- 
ged  14-16  years  in  length  with  peaks  occurring  in  1899,  in  1915,  and  in  1929. 

3.  The  present  peak  will  probably  occur  quicker  than  usual  in  relation  to  the 
>receding  peak  because  the  rapid  liquidation  caused  by  the  drouths  of  1934  and 
936  shortened  the  cycle. 

4.  Changes  in  the  purchasing  power  of  cattle  have  preceded  changes  in  nura- 
>ers.  Periods  of  expansion  of  numbers  follow  periods  of  liquidation.  At  the 
iresent  time  we  are  still  in  a  period  of  expansion.  Unless  a  drouth  occurs,  this 
xpansion  will  probably  continue  for  three  years  or  more  but  the  rate  of  expansion 
nay  be  nearing  a  peak. 

5.  Beef  cattle  prices  in  Illinois  follow  the  same  general  pattern  as  do  those  for 
he  nation  as  a  whole. 

6.  Changes  in  steer  prices  do  not  exactly  follow  the  cycles  in  beef  cattle  prices, 
ut  the  strong  periods  in  the  purchasing  power  of  steers  coincide  fairly  well  with 
hose  for  all  beef  cattle.  The  price  of  steers  is  influenced  more  by  the  size  of  the 
orn  crop,  by  the  short  cycles  in  steer  feeding,  and  by  changes  in  industrial  activity 
lian  is  the  level  of  cattle  prices  in  general.  However,  when  the  cattle  price  cycle 
urns  down,  a  period  of  lower  steer  prices  will  probably  follow  because  the 
ventual  liquidation  of  cattle  will  bring  a  big  increase  in  the  supply  of  beef. 

7.  If  this  war  produces  a  violent  rise  of  prices  such  as  occurred  in  the  World 
Var,  cattle  prices  will  go  up  less  rapidly  than  will  the  average  prices  of  all  com- 
lodities  because  of  the  expansion  in  numbers  that  is  now  taking  place. 

Changes  in  Prices.  Changes  in  beef  cattle  prices  are  a  result  of  changes  in 
actors  causing  two  general  types  of  price  movements:  (1)  changes  in  those  fac- 
ors  which  are  largely  responsible  for  major  up-and-down  movements  in  the  gen- 
ral  average  of  commodity  prices  in  the  United  States  and  (2)  changes  in  the 
upply  of  and  demand  for  beef  cattle.  Farm  prices  of  beef  cattle  have  fluctuated 
round  the  general  average  of  commodity  prices  in  fairly  regular  long-time  move- 
lents  (Fig.  1).  During  the  past  50  years  periods  of  high  prices  (when  the  prices 
f  cattle  are  high  in  relation  to  the  general  price  level)  have  alternated  with 
eriods  of  relatively  low  prices. 
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Fig.  1. — Wholesale  Prices  of  All  Commodities  and  the  January  1st  Farm  Price 
of  Beef  Cattle,  U.  S.,  1890-1940  (1910-1914=  100) 

The  farm  price  of  beef  cattle  has  fluctuated  around  the  average  level  of  all  commodity 
prices ;  these  fluctuations  have  been  violent.  Periods  of  relatively  high  prices  have  resulted 
in  farmers  holding  back  breeding  stock  to  increase  numbers. 

Changes  in  Purchasing  Power.  Changes  in  the  price  of  beef  cattle  in  rela- 
tion to  those  in  the  prices  of  other  commodities  are  primarily  the  result  of  changes 
in  the  supply  of  and  demand  for  beef  cattle.  When  beef  cattle  are  low  in  price 
as  compared  with  the  general  price  level,  they  are  said  to  be  low  in  purchasing 
power.  Likewise,  when  cattle  prices  are  high  in  relation  to  the  general  price  level 
they  are  considered  high  in  purchasing  power.  These  changes  in  the  purchasing 
or  buying  power  of  beef  cattle  show  distinct  cycles,  averaging  14-16  years  fromi 
peak  to  peak,  and  they  have  occurred  with  striking  regularity  (Fig.  2). 

The  changes  in  the  purchasing  power  of  all  cattle  slaughtered  in  the  United 
States  at  average  wholesale  prices1  follow  much  the  same  pattern  as  do  those  of 
the  purchasing  power  of  beef  cattle  at  farm  prices  (Fig.  2).  The  fluctuations  in 
the  farm  price,  however,  have  been  more  violent  than  have  those  in  the  wholesale 
market  price.  This  relationship  between  farm  prices  and  wholesale  market  prices 
is  also  characteristic  of  other  farm  commodities  because  of  the  relative  inflexibilitv 
of  transportation  and  other  marketing  costs. 

Both  beef  cattle  (at  farm  prices)  and  all  cattle  slaughtered  (at  market  prices) 
were  high  in  purchasing  power  in  1898  and  1899,  again  in  1914  and  1915.  anc 
again  in  1929  and  1930.  Since  1934  and  1935,  the  purchasing  power  for  boll 
commodities  has  increased.  During  each  of  the  past  cycles  there  was  a  long 
period  of  low  prices,  1890-1895,  1904-1910,  and  1920-1925.  In  1934  and  1935,  the 
length  of  the  period  of  low  prices  was  cut  short  by  the  rapid  liquidation  causec 
by  the  very  severe  drouths.  Therefore,  the  present  cycle  probably  will  reach  i 
peak  sooner  than  usual.  Past  cycles  indicate  that  the  purchasing  power  usualh 
rises  for  2  to  3  years  after  it  reaches  100.  If  previous  experience  is  repeated,  the 
next  peak  will  come  in  1940  or  1941. 

Expansion  and  Contraction  of  Cattle  Numbers.  During  the  latter  portion; 
of  periods  of  rising  purchasing  power  of  cattle,  the  industry  shows  good  profits 

'Average  cost  to  wholesale  slaughterers  in  the  United  States. 
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Fig.  2.— Purchasing  Power  of  Beef  Cattle  at  Farm  Prices  and  of  All  Cattle 

Slaughtered  at  Wholesale  Prices,  U.  S.,  1890-1940  (1910-1914=  100) 
The  amount  of  other  commodities  that  beef  cattle  will  buy  has  varied  in  cycles  of  14  to 
16  years.   The  drouths  of  1934  and  1936  have  shortened  the  present  cycle. 

and  cattle  numbers  expand.  Cattle  numbers  increased  from  1896  to  1903,  from 
1912  to  1917,  from  1928  to  1933,  and  during  1938  and  1939  (Fig.  3).  Most 
of  these  increases  have  been  in  beef  cattle  rather  than  in  dairy  cattle  numbers.  In 
recent  years  dairy  cattle  numbers  have  tended  to  increase  and  decrease  with  beef 
cattle  numbers,  but  such  changes  are  still  a  relatively  unimportant  fraction  of  the 
total  changes  in  cattle  numbers.  Periods  of  liquidation  which  were  associated 
with  declines  in  the  purchasing  power  of  cattle  occurred  from  1890  to  1895,  from 
1904  to  1911,  from  1918  to  1927,  and  from  1934  to  1937  (Fig.  3).  Because  of 
the  very  rapid  liquidation  during  the  drouths  of  1934  and  1936,  the  last  period 
of  liquidation  was  shorter  than  the  three  previous  periods. 

Cattle  numbers  have  now  been  expanding  for  two  years.  Since  each  of  the 
three  preceding  periods  of  expansion  shown  in  Figure  3  lasted  for  a  minimum  of 
6  years,  it  seems  probable  that  the  total  numbers  of  cattle  will  continue  to  expand 
for  3  to  4  years,  but  we  may  soon  reach  the  maximum  rate  of  expansion.  The 
dotted  line  in  Figure  3  gives  the  total  numbers  of  cattle  in  millions  since  1890, 
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Fig.  3. — Numbers  of  All  Cattle  ox  Hand  at  the  End  of  the  Year 
and  Changes  During  the  Year,  U.  S.,  1890-1940 
Whenever  the  change  in  numbers  is  above  the  zero  line,  cattle  numbers  are  increasing 
because  farmers  are  holding  back  animals  to  replenish  the  herds  and  marketings  are  less 
than  normal. 
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Fig.  4. — Prices  and  Index  Numbers  of  the  Purchasing  Power  of  All  Beef 
Steers  Sold  Out  of  First  Hands  at  Chicago,  Using  Average  Yearly 
Wholesale  Prices,  1900-1939   (1910-1914=100) 
Cycles  in  the  purchasing  power  of  beef  steers  follow  the  same  general  course  as  do  those 
for  other  beef  cattle.    The  fluctuations,  however,  have  been  more  irregular. 
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showing  that  the  cycle  in  total  numbers  has  lagged  behind  the  changes  in  the 
purchasing  power  and  the  rate  of  expansion  of  numbers. 

Illinois  Farm  Price  of  Beef  Cattle.  Average  Illinois  farm  prices  of  beef 
cattle  have  been  reported  since  1910  by  the  Division  of  Agricultural  Statistics  at 
Springfield.  When  these  prices  are  expressed  in  terms  of  their  purchasing  power, 
that  is,  the  relation  of  beef  cattle  prices  to  the  prices  of  all  commodities  at  whole 
sale,  the  Illinois  cycle  has  been  approximately  the  same  as  was  that  for  the  nation 
as  a  whole.  Peaks  in  the  purchasing  power  occurred  in  1914  and  in  1928-1929. 
We  are  now  in  another  period  of  relatively  high  purchasing  power.  If  past  history 
repeats  itself,  it  would  be  unwise  to  build  large  breeding  herds  of  beef  cattle  on 
the  assumption  that  the  present  relatively  high  prices  of  beef  cattle  will  continue 
in  the  future.  Overexpansion  and  the  eventual  relatively  low  prices  and  liquida- 
tion are  sure  to  occur.  The  cattle  price  cycle  is  now  in  about  the  same  position 
as  it  was  at  the  outbreak  of  the  World  War— that  is,  it  is  nearing  a  peak.  If 
this  war  were  to  bring  about  a  rapid  increase  in  the  general  average  of  all  com- 
modity prices  such  as  occurred  in  the  World  War,  the  price  of  cattle  would  rise, 
but  the  increasing  numbers  would  prevent  it  from  going  up  as  rapidly  as  the 
general  average  of  all  prices  (Fig.  1).  If  inventories  are  sufficiently  built  up,  the 
collapse  of  the  general  price  level  that  is  likely  to  come  at  the  end  of  the  war 
would  cause  a  severe  and  protracted  liquidation  of  numbers  and  a  period  of 
extremely  low  purchasing  power  such  as  occurred  at  the  end  of  the  World  War 
(  Figs.  1  and  3). 

Wholesale  Price  of  Steers  at  Chicago.  Steer  prices  on  the  Chicago  market 
are  affected  by  the  same  factors  thai  cause  the  cattle  price  cycle,  but  the  price 
changes  have  been  more  irregular.  The  short  cycles  in  cattle  feeding,  the  si/e  of 
the  corn  crop,  the  price  of  corn  in  relation  to  the  price  of  beef,  and  industrial 
activity  rue  more  important  factors  in  the  price  of  steers  than  in  the  farm  oi 
market  price  of  all  beef  cattle.  Nevertheless,  the  periods  of  high  purchasing  powei 
have  occurred  at  the  same  time  for  steers  at  Chicago  market  prices  as  for  beef 
cattle  at   farm  prices  .and  for  all  beef  slaughtered  at  wholesale  prices.    (Compan 
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Figure  2  with  Figure  4).  A  period  of  expansion  in  the  cattle  industry,  such  as 
we  are  going  through  now,  results  in  holding  breeding  stock  back  on  the  farm  and 
causes  an  actual  reduction,  or  at  least  a  relatively  small  increase,  in  total  slaughter. 
This  reduction  of  total  slaughter  establishes  a  good  level  of  steer  prices  as  well  as 
a  firm  level  of  beef  prices  in  general.  During  a  period  of  liquidation  following 
overexpansion  the  reverse  takes  place,  and  we  experience  a  relatively  low  level 
of  the  purchasing  power  of  steer  prices.  j?    -^    Hughes 


ILLINOIS  STOCKMEN  PATRONIZE  CENTRAL  MARKETS 

Committees  of  local  stockmen  obtained  data  from  neighbors  on  their  hog 
marketings  in  1939  as  one  basis  for  numerous  county  livestock-marketing  discus- 
sion meetings.  The  information  received  was  recorded  on  special  forms  with 
columns  for  listing  the  date  of  sale  of  the  hogs,  number  sold,  weight,  class  and 
grade,  place  sold,  price  received,  and  marketing  expense  incurred.  These  data 
were  summarized  on  a  county  basis  and  were  used  as  the  central  source  of  dis- 
cussion in  the  county  marketing  meeting. 

Unfavorable  weather  and  drifted  roads  interfered  with  several  meetings,  but 
the  attendance  was  good.  Interest  was  more  pronounced  than  in  any  other  series 
of  meetings  the  writer  has  attended,  and  discussions  were  right  to  the  point. 

The  accompanying  table  presents  a  summary  of  the  principal  market  channels 
through   which   the   hogs   moved   that  were   included   in   the   sales   reported   by 

Table  1. — Summary  of  Analysis  of  1939  Hog  Sales  as  Reported  by  Illinois  Farmers  in 
Connection  With  County  Livestock-Marketing  Meetings 


County 


Total  head 
of  hogs 


Sold  on  central 
markets 


Sold  direct 
to  packers 


Sold  through 
local  markets 


Sold  to 
neighbors 


Brown 

Edgar , 

Henry 

Jo  Daviess 

Knox 

Ogle 

Pike 

Schuyler , 

Stark 

Warren 

Totals,  or  averages 


3  532 
2  849 
7  606 

6  597 

7  305 

4  748 
14   750 

2  845 

1  755 

2  496 

54  483 


(percent) 
52.9 
37.1 
83.5 
78.2 
85.5 
95.3 
95.8 
65.6 
99.8 
73.4 

82.20 


(percent) 
43.4 


(percent) 
3.7 


1.8 

23.4 

.2 

21.3 

11.19 


■Figure  included  in  local  market  movement;  the  number  sold  direct  was  small. 

cooperating  local  stockmen  in  ten  counties.  Of  a  total  of  54,483  head  82.2  percent 
were  sold  through  the  central  markets  (44,788  head),  4.8  percent  were  sold 
direct  to  packers  (2,627  head),  11.2  percent  were  disposed  of  through  local 
markets  (6,166  head),  and  the  remainder  were  sold  to  neighbors  or  marketed  as 
feeder  stock. 

Three  of  the  ten  counties  show  over  95  percent  of  the  hogs  going  to  central 
markets,  three  show  between  70  and  89  percent,  two  show  between  60  and  79 
oercent,  and  only  one  shows  less  than  50  percent. 

Only  one  county  shows  over  25  percent  of  the  reported  hogs  being  sold  direct 
to  packers,  one  shows  14  percent,  while  six  show  less  than  5  percent. 

Two  counties  show  over  35  percent  of  the  reported  hogs  moving  through  local 
markets,  two  between  20  and  30  percent,  two  show  1 1  percent,  and  four  less  than 
5  percent. 
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While  some  of  the  sales  reported  outside  the  central  markets  show  an  apparent 
advantage  for  the  seller  in  terms  of  net  return,  others  show  an  apparent  disad- 
vantage. If  all  the  hogs  sold  outside  the  central  markets  had  belonged  to  one 
owner,  no  net  gain  from  such  sales  would  have  been  apparent. 

With  excellent  central  markets  readily  accessible  to  all  parts  of  the  state,  it  is 
only  natural  that  stockmen  should  patronize  them  freely.  So  long  as  the  central 
markets  operate  effectively  as  open  competitive  selling  places,  and  give  good 
service  to  livestock  producers  at  reasonable  rates,  they  will  continue  to  receive 
large  portions  of  Illinois  slaughter  livestock.  -n    r*    a 

STANDARDS  FOR  COLD  STORAGE  LOCKER  PLANTS 

An  intensive  study  of  four  cold  storage  locker  plants  in  northwestern  Illinois 
and  observations  of  others  in  the  state  reveal  that  factors  to  be  considered  in 
planning  for  the  successful  operation  of  a  locker  plant  are:  (1)  location,  (2)  in- 
vestment, (3)  operating  income  in  relation  to  current  expenses,  and  (4)  manage- 
ment.  Proposed  standards  for  these  four  factors  are  discussed  in  the  order  listed. 

Location.  Farm  families  prefer  to  use  lockers  located  in  towns  where  they 
do  their  trading.  Therefore,  in  some  counties  there  may  be  no  need  for  a  looker 
plant ;  for  example,  the  farm  adviser  in  a  central  Illinois  county  reported  that 
there  was  no  place  for  a  cold  storage  locker  plant  in  his  county  because  the  farm 
families  did  the  major  portion  of  their  shopping  in  towns  located  in  adjoining 
counties. 

Factors  which  seem  to  have  a  bearing  on  the  number  of  lockers  that  might  he 
expected  to  be  rented  within  the  trading  area  of  a  town  where  a  locker  plant  is 
operated  are: 

1.  Popularity  of  the  locker  operator  or  locker  management  in  the  com- 
munity. The  cooperatively  managed  plant  tends  to  be  accepted  more  readih 
in  areas  where  cooperative  endeavor  has  been  successful  and  where  the  peoplt 
are  familiar  with  the  principles  of  cooperation.  Managers  of  either  private  oi 
cooperative  locker  plants  should  have  a  good  reputation  in  the  community. 

2.  Competition.  Frequently  the  mistake  is  made  of  building  two  lockei 
plants  in  an  area  that  will  support  only  one. 

3.  Availability  of  electricity  in  rural  communities.  Locker  patrons  neec 
i  leans  of  storing  the  frozen  foods  at  home  until  they  can  be  used.  Sixty-tw( 
jaf   the    122    farm    families   who   were   contacted   in    this    study   had   electric    re 

frigerators,  and  48  had  ice  refrigerators.  Electric  refrigerators  permit  lowei 
temperatures,  thus  enabling  the  food  to  be  kept  longer  in  the  home  :  consequently 
their  use  reduces  the  number  of  trips  which  the  patron  needs  to  make  to  hi: 
locker. 

4.  Prevalence  of  all-weather  roads.  Locker  patrons  averaged  2.1  weekb 
trips  to  their  lockers.  Roads  which  are  impassable  by  automobile  transportatioi 
during  several  weeks  in  the  year  may  prevent  farm  families  making  the  best  us< 

of  their  lockers.  » 

5.  Size  of  incomes  of  urban  families.  In  this  study  the  urban  patrons  con 
sisted  largely  of  retired  farmers  as  no  industrial  workers  rented  lockers  at  thi 
time  from  these  companies.  It  is  doubtful  if  many  lockers  could  be  rented  I 
persons  in  either  the  very  low  or  very  high  income  groups. 

6.  Productivity  of  soil  in  the  farming  area.  A  greater  percent  of  the  farm 
ers  living  on  the  more  productive  soil  than  of  those  living  on  the  less  produc- 
tive soil  rented  lockers. 
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Table  1. — Range  in  Locker  Capacity  and  Investment  of  Four  Cold 
Storage  Locker  Plants  in  Northwestern  Illinois 


Item 


Range  in  capacity 
and  investment 


Average  capacity 
and  total 
investment 


Average  invest- 
ment per  locker 
capacity 


Locker  capacity. . 

Land 

Building 

Lockers 

Other  equipment. 


305-495 
$    394-J   1,460 
7,940-   10,916 
1,525-     2.475 

551-         734 


Average  investment  per  locker  capacity. 


413 
5  871 
9,410 
2,063 

649 


$  2.11 

22.81 

5.00 

1.57 

231.49 


7.  Frequency  with  which  farm  families  are  accustomed  to  going  to  town  to 
trade.  Most  of  the  122  farm  families  in  this  study  were  accustomed  to  going 
to  town  on  Wednesday  and  Saturday  evenings  because  the  stores  were  open  then. 

8.  Percent  of  farm  families  who  have  children  attending  school  or  working 
in  town.  If  daily  trips  are  made  to  town  for  other  purposes,  the  patrons  are 
able  to  visit  their  locker  daily  if  they  care  to,  at  little  or  no  extra  cost. 

9.  Standard  of  living.  Relief  from  what  many  farm  people  call  the  "drudg- 
ery" of  canning,  curing,  and  storing  farm  products  was  rated  by  116  of  the  122 
families  as  the  greatest  advantage  obtained  from  using  a  locker. 

Investment.  Businesses,  such  as  ice  plants  and  creameries,  frequently  add 
the  locker  business  to  their  own  and  use  some  of  the  same  machinery,  equipment, 
buildings,  and  land.  Such  an  addition  gives  them  an  advantage  over  their  com- 
petitors because  less  capital  is  required  and  less  expense  is  incurred  for  interest 
and  depreciation. 

While  there  are  locker  plants  which  are  put  into  operation  at  capital  costs 
lower  than  original  estimates,  such  cases  are  unusual.  One  locker  plant  operator 
in  Illinois  reported  in  1939  that,  based  upon  his  present  net  income,  he  could 
recover  his  investment  within  4  years.  This  plant  is  an  example  of  a  locker 
business  operated  in  conjunction  with  a  grocery  store  and  meat  market  and 
combined  with  very  conservative  construction  and  efficient  operation.  Another 
operator  reported  that  a  number  of  capital  cost  items  were  absent  in  his  original 
estimate  including  expenses  for:  (1)  a  driveway  and  sidewalk,  (2)  a  track, 
(3)  lard-rendering  equipment,  and  (4)  a  stove.  Such  omissions  may  prove  to  be 
embarrassing. 

A  wide  variation  was  found  in  the  amount  of  investment  in  the  'four  cold 
storage  locker  plants  in  northwestern  Illinois,  each  plant  being  built  as  a  separate 
business.  The  variation  was  great  not  only  in  total  investment  but  also  in  various 
items  such  as  land,  building,  locker,  and  other  equipment  (Table  1). 

There  is  a  close  relation  between  the  population  of  a  town  and  the  cost  of 
real  estate  needed  for  locker  plants.  Lots  nearer  the  main  business  districts  are 
usually  more  expensive  than  are  those  farther  out  because  of  the  demand  for 
space  near  the  trading  centers. 

The  cost  of  the  buildings  was  directly  related  to  the  locker  capacity.  The 
investment  in  building  included  expenses  involved  in  laying  the  foundation,  in 
erecting  the  building,  in  installing  the  cork  insulation,  the  plumbing  equipment, 
the  electric  wiring,  the  refrigeration  machine  and  coils,  and  miscellaneous 
cupboards,  and  in  painting. 

In  addition  to  costs  of  real  estate  and  the  purchase  price  and  cost  of  installa- 
tion of  lockers,  expenses  for  other  equipment  included  a  stove,  butcher's  block, 
cutting  table,  meat  grinder,  scales,  sign  and  awnings  on  front  of  building,  key- 
board  case,   rubber   stamps,   writing   desk   and   chair,   triplicate   office   recording 
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Table  2. — Average  Operating  Expenses  of  Four  Cold  Storage  Locker  Plants, 
Northwestern  Illinois,  First  343.5  Plant  Days 


Item 


Labor 

Manager  of  each  plant.  .  . 
Manager  of  the  group. . .  . 
Office  help 

Total 

Power  and  light 

Paper 

Loss  on  handling  meat 

Office  supplies 

Water 

Property  insurance 

Advertising 

Clean  towel  and  laundry  .  .  . 

Miscellaneous 

Telephone  and  telegraph  .  .  . 
Interest  on  borrowed  money 
Postage 


Cents  per 

dollar 

expense 


11.07 
3.71 


2.48 
2.28 
1.86 
1.79 
1.78 
1.63 
1.46 
1.43 
1.37 
1.30 


Item 


State  license 

Coal  and  fuel 

Social  security  tax 

Auditor's  service 

Cartons  for  fruits  and  vegetables 

Folders  and  agreements 

Legal  fees 

Bonds 

Incorporation  fees 

Saw  service 

Repairs  on  equipment 

Capital  stock  exemption  fee 

Watchman 

Spray  and  disinfectant 

Banking  charge 

Dues  in  locker  association 

Keys  replaced 

Meetings 


Cents  per 
dollar 
expense 


1.02 
0.77 
0.71 
0.70 
0.66 
0.46 
0.44 
0.41 
0.40 
0.31 
0.27 
0.26 
0.25 
0.11 
0.11 
0.04 
0.02 
0.01 


100.00 


machine,  paper  racks,  wire  meat  trays,  butcher's  tools,  racks  for  the  chill  room, 
water  pump  and  motor  for  two  plants,  and  lard-rendering  equipment  for  one 
plant. 

Operating  Income  in  Relation  to  Current  Expenses.  The  major  sources  of 
income  in  the  cold  storage  locker  business  are  locker  rentals  and  service  charges. 
On  the  average  for  the  first  343.5  days  of  operation  of  the  4  plants  in  this  study, 
the  income  from  locker  rentals  constituted  64.65  cents  out  of  every  $1.00  income; 
income  from  service  charges  on  beef,  pork,  lamb,  and  poultry,  30.3  cents ;  and 
miscellaneous  income,  5.05  cents. 

The  miscellaneous  income  was  received  from  processing  and  sharp  freezing 
fruits  and  vegetables  and  the  sale  of  cartons  for  fruits  and  vegetables,  bones, 
wrapping  paper,  lard,  and  lard  cans. 

A  development  that  troubled  many  of  the  early  locker  plant  operators  in 
Illinois  was  the  number  of  unexpected  expenses  that  developed.  A  few  of  these 
expenses  which  have  not  been  mentioned  by  locker  plant  promotors  in  the  past 
are:  (1)  social  security  taxes,  (2)  office  supplies,  (3)  advertising,  (4)  banking 
charges,  (5)  coal  and  fuel,  (6)  telephone,  (7)  saw  service,  (8)  property  insur- 
ance, (9)  clean  towel  service  and  laundry,  (10)  real  estate  and  personal  properti 
taxes,  and  (11)  unemployment  insurance.  A  breakdown  of  the  expenses  incurred 
during  the  first  343.5  plant  days  of  operation  by  the  four  cold  storage  locker 
plants  included  in  this  study  is  shown  in  Table  2. 

Management.  Good  management  of  a  cold  storage  locker  plant  is  funda- 
mental to  its  successful  operation.  This  study  indicates  that  the  plants  with 
managers  experienced  in  the  business  have  a  greater  percent  of  the  lockers  rented 
and  have  better  satisfied  patrons.  But  since  the  business  is  relatively  new,  it  is 
hard  to  find  good,  experienced  managers.  So  the  person  in  charge  of  a  locker 
plant  should  study  all  the  literature  available  on  the  proper  operations  of  locker 
plants,  should  visit  and  observe  the  operations  of  successful  plants,  and  should 
always  be  alert  to  correct  or  adjust  any  complaints  that  might  arise  from  his 
patrons.  E-  n.  Sf.arls 
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THE  COURSE  OF  THE  PRICE  LEVEL 

In  the  September  issue  of  Illinois  Farm  Economics  the  discussion  "War- 
Time  Prices"  included  a  chart  comparing  the  weekly  movement  of  wholesale  food 
prices  in  1914  and  1939.  Inasmuch  as  the  latest  data  then  available  showed  the 
index  of  food  prices  still  rising,  it  is  interesting  to  compare  the  subsequent  course 
of  prices  with  the  corresponding  course  in  1914  and  early  1915.  This  comparison 
is  shown  in  Fig.  1.  It  will  be  noted  that  since  the  middle  of  September  there  has 
been  a  fairly  consistent  decline  in  the  level  of  food  prices  quite  similar  to  the 
decline  which  occurred  from  early  September  1914  to  March  1915. 

There  are  other  respects,  of  course,  in  which  the  movements  of  wholesale 
prices  in  the  two  years  have  been  very  different.  Cotton  prices  have  not  declined 
drastically  in  1939  as  they  did  following  the  declaration  of  war  in  1914.    On  the 
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Fig.  1.— Wholesale  Food  Prices,  Weekly,  1914-15  and  1939-40  (1913  =  100) 

other  hand,  there  was  not  nearly  so  great  a  rise  in  prices  of  sugar,  rubber,  and  tin 
following  the  declaration  of  war  in  1939  as  there  was  in  1914.  Lard  prices, 
which  were  but  little  affected  in  1914  and  then  adversely  affected,  rose  during 
September  and  October  of  1939,  but  they  have  subsequently  declined  to  below  the 
levels  of  last  August. 

The  weekly  all-commodity  index  of  wholesale  prices  of  the  Bureau  of  Labor 
Statistics  (base  year,  1926=  100)  rose  from  74.8  during  the  week  ending  August 
26  to  a  high  point  of  79.5  for  the  week  of  September  23.  This  all-commodity 
index,  which  is  heavily  weighted  with  commodities  other  than  farm  products  and 
foods,  has  declined  much  less  than  the  index  of  food  prices.  For  the  week  ending 
March  23  (the  latest  figure  available  at  this  writing),  it  stood  at  77.9,  which  is 
the  lowest  level  reached  since  the  September  rise. 

The  movement  of  prices  in  the  past  three  or  four  months,  consequently,  does 
not  suggest  that  inflation  is  underway.  But  this  does  not  mean  that  there  will  be 
no  inflation  in  the  United  States  growing  out  of  the  present  European  war.  As 
was  pointed  out  in  the  December,  1939,  issue  of  Illinois  Farm  Economics,  there 
are  three  things  which  it  is  especially  important  to  watch  in  predicting  the  pros- 
pects for  inflation.    These  things  are  (I)  exports,   (2)  industrial  production,  and 
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Fig.  2. — Wholesale  Prices  and  Related  Factors 

(3)  bank  loans  and  investments.  In  recent  months  there  has  been  a  very  marked 
increase  in  the  first  of  these.  As  shown  by  Figure  2,  the  index  number  of  the 
volume  of  exports  (1936-1938=  100)  has  risen  to  a  little  over  140,  having  been 
maintained  at  approximately  the  same  level  in  both  January  and  February.  It 
should  be  borne  in  mind,  however,  that  the  index  number  of  the  volume  of 
exports  probably  understates  somewhat  the  true  increase  in  export  volume  because 
it  is  based  on  a  rather  limited  number  of  commodities  for  which  comparable 
quantity  data  may  be  obtained.  A  large  part  of  the  increase  in  the  value  of  ex- 
ports in  recent  months  has  been  in  airplanes  and  airplane  parts  which  are  no1 
included  in  the  quantity  index.  Total  value  of  exports,  when  adjusted  for  changes 
in  the  wholesale  purchasing  power  of  a  dollar  and  for  typical  seasonal  variation 
stood  at  more  than  150  percent  of  the  average  level  for  the  period  1936-1938. 

Most  of  the  absolute  increase  in  exports  which  has  taken  place  in  recen 
months  has  been  in  manufactured  goods.  Exports  of  nonagricultural  product! 
have  increased  from  165  million  dollars  in  February,  1939,  and  204  million  ii 
August,  1939,  to  258  million  dollars  in  February,  1940.  Meanwhile,  exports  o 
agricultural  products  increased  from  51  million  in  February,  1939,  and  44  millioi 


fee  a 

itte, 
fall 

:;< 

ICIi 


[342] 


in  August,  1939,  to  80  million  dollars  in  February,  1940.  The  percentage  of 
increase  in  February  exports  over  those  of  last  year  was  about  equal  for  both 
agricultural  and  nonagricultural  groups.  The  increase  in  agricultural  exports 
from  August  to  February  was  partly  seasonal.  Most  of  the  increase  in  the 
exports  of  agricultural  products  was  in  cotton,  there  having  been  425  million 
pounds  of  cotton  exported  in  February,  1940,  as  compared  with  151  million 
pounds  exports  in  February,  1939. 

As  may  be  seen  from  Figure  2,  the  increase  in  exports  during  the  current 
war  has  not  thus  far  been  as  large  as  in  the  corresponding  period  of  the  World 
War.  The  difference  has  not  been  so  great,  however,  as  to  prevent  there  being 
a  marked  similarity  in  the  movement  of  United  States  exports  during  the  cor- 
responding periods  of  the  two  wars.  The  increase  in  exports  thus  far  during  the 
current  war  appears  to  have  been  financed  largely  through  United  States  issued 
securities  held  by  foreigners  and  resold  in  the  United  States,  and  through  ex- 
change balances  accumulated  prior  to  the  beginning  of  the  war.  The  financing  of 
security  sales  thus  far  does  not  appear  to  have  involved  bank  credit  expansion, 
and  consequently  such  exports  have  not  been  inflationary.  What  the  final  effects 
will  be  will  of  course  depend  largely  upon  the  course  of  exports  in  future  months 
and  upon  the  method  by  which  they  are  financed. 

Until  industrial  production  reaches  a  level  higher  than  that  which  prevailed 
in  December,  1939,  and  until  there  is  a  much  greater  expansion  in  bank  loans 
than  has  thus  far  taken  place,  it  does  not  seem  likely  that  there  will  be  any  price 
rise  which  can  reasonably  be  termed  inflationary  in  nature. 

E.  J.  Working 


DON'T  FAIL  TO  SEND  IN  THE  ENCLOSED 
CARD  IF  YOU  WISH  TO  CONTINUE  TO 
RECEIVE    ILLINOIS    FARM    ECONOMICS. 


Footnotes  for  the  following  page: 

'-'-The  first  source  is  for  annual  data;  the  second  is  for  current  data  from  which  tables  may  be  brought 
date. 

'Survey  of  Current  Business,  1936  supplement.  U.S.  Dept.  of  Commerce;  subsequent  monthly  issues, 
same  as  footnote  1.  3Illinois  Crop  and  Livestock  Statistics,  Circular  438  (1937);  monthly  mimeographs  of 
statistical  Tables  for  Illinois  Crop  Report,  converted  from  1910-14  =  100  to  1924-29  =  100  by  multiplying 
by  .7151.  Agricultural  Situation,  Bureau  of  Agricultural  Economics,  U.S.D.A.;  Agricultural  Situation, 
converted  from  1910-14  =  100  to  1924-29  =  100  by  multiplying  by  .6486.  Calculated  from  data  furnished 
by  Bureau  of  Agricultural  Economics;  Survey  of  Current  Business,  seasonally  adjusted.  Calculated  by 
;  Department  of  Agricultural  Economics,  University  of  Illinois,  seasonally  adjusted.  Data  from  Farm  Income, 
Bureau  of  Agricultural  Economics;  B.A.E.  monthly  mimeograph.  Receipts  from  Sale  of  Principal  Farm 
Products  (government  payments  not  included).  'Obtained  by  dividing  Index  of  Illinois  Farm  Income 
(column  6)  by  Index  of  Prices  Paid  by  Farmers  (column  4).  8Monthly  Indexes  of  Non- Agricultural  and 
'National  Income,  Supplement,  August,  1937,  B.A.E. ;  Price  and  Demand  Situation,  or  Agricultural  Situa- 
"Survey  of  Current  Business,  1938  Revision;  subsequent  monthly  issues,  unadjusted  for  seasonal 
ination.  '"Federal  Reserve  Bulletin  of  Federal  Reserve  Board,  September,  1933  and  subsequent  issues; 
Survey  of  Current  Business,  seasonally  adjusted.  "Preliminary  estimate.  "Illinois  Crop  and  Livestock 
Statistics,  Cir.  438;  Monthly  price  releases,  State  Agricultural   Statistician. 
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Table  A. — Indexes  of  United  States  Agricultural  and  Business  Conditions 


Year  and 
month 


Commodity  prices 


Wholesale  prices 


All  com 
modities1 


Farm 
products1 


Illinois 
farm 
prices' 


Prices 
paid  by 
farmers* 


Income  from  farm  marketings 


U.S. 

In 

money' 


Illinois 


In 
money8 


In  pur- 
chasing 
power' 


Non- 
agricul- 

tural 
income* 


Factory 
payrolls' 


Indus- 
trial 

produc- 
tion" 


Base  period . 

1929 

1930 

1931 

1932 

1933 

1934 

1935 

1936 

1937 

1938 

1939 

1939  Feb.... 
Mar. .  . 
Apr. . .  . 
May. . . 
June... 
July... 
August 
Sept. .  . 

Oct 

Nov. . . 
Dec... 

1940  Jan.  .  . 
Feb. .  .  . 
Mar. .  . 


1926 
95 
86 
73 
65 
66 
75 
80 
81 
86 
79 
77 

77 
77 
76 
76 
76 
75 
75 
79 
79 
79 
79 
79 
79 
78" 


1926 
105 

88 

65 

48 

51 

65 

79 

81 

86 

69 

65 

67 
66 
64 
64 
62 
63 
61 
69 
67 
67 
68 
69 
68 
68" 


1924-29 
104 
89 
62 
41 
45 
61 
82 
86 
96 
69 
65 

66 
66 
64 
65 
62 
61 
58 
71 
67 
67 
66 
68 
67 
66" 


1924-29 
99 
94 
80 
69 
71 
80 
81 
80 
84 
80 
78 

78 
78 
78 
78 
78 
78 
77 
79 
79 
79 
79 
79 
79 
79 


1924-29 
103 
83 
58 
43 
49 
57 
64 
74 
80 
72 
72 

73 
72 
68 
70 
64 
63 
66 
74 
76 
76 
79 
79 
83 


1924-29 
103 
87 
58 
43 
51 
55 
65 
82 
86 
81 

82 
103 
75 
82 
72 
67 
60 
73 
80 
86 


1924-29 
104 

93 

72 

62 

72 

69 

80 
102 
102 
101 

105 
132 

96 
105 

92 

86 

78 

92 
101 
109 


1924-29 
107 
100 

87 

68 

63 

72 

77 

90 

95 

88 

93 

91 

91 

90 

91 

92 

92 

93 

93 

95 

96 

97 

96" 

95 


1923-25 
110 

89 

68 

47 

50 

64 

74 

86 
102 

78 

91 

86 

88 

86 

85 

87 

84 

90 

94 
102 
102 
104 

98 

98 


1923-25 
119 

96 

81 

64 

76 

79 

90 
105 
110 

86 
105 

98 

98 

92 

92 

98 
101 
103 
111 
121 
124 
128 
119 
110" 
105" 


Table  B. — Prices  of  Illinois  Farm  Products1 


Product 


Corn,  bu 

Oats,  bu 

Wheat,  bu 

Barley,  bu 

Soybeans,  bu. .  . 

Hogs,  cwt 

Beef  cattle,  cwt. 
Lambs,  cwt. .  .  . 
Milk  cows,  head 
Veal  calves,  cwt. 

Sheep,  cwt 

Butterfat,  lb. .  . 

Milk,  cwt 

Eggs,  doz 

Chickens,  lb 

Wool,  lb 

Apples,  bu 

Hay,  ton 

Potatoes,  bu.. . . 


Calendar  year  average 


$  .81 

.42 

1.30 

.66 

1.94 

9.97 

8.57 

12.22 

78.00 

11.27 

6.52 

.42 

2.32 

.30 

.21 

.36 

1.59 

13.38 

1.39 


1938 


$   .45 

.24 

.68 

.53 

.75 

8.06 

7.68 

7.76 

60.00 

8.89 

3.36 

.25 

1.66 

.19 

.15 

.21 

.95 

7.65 

.73 


1939 


$    .43 

.28 

.67 

.41 

.74 

6.56 

8.18 

8.18 

63.00 

9.15 

3.44 

.23 

1.59 

.16 

.13 

.25 

1.07 

6.05 

.80 


March 
1939 


$    .40 

.26 

.61 

.42 

.70 

7.40 

8.20 

8.00 

67.00 

9.80 

3.90 

.22 

1.50 

.14 

.14 

.21 

1.40 

6.30 

.80 


Current  months 


Jan. 


$   .50 

.37 

.91 

.48 

1.00 

5.30 

8.50 

8.20 

64.00 

10.20 

3.60 

.29 

1.75 

.17 

.12 

.30 

1.05 

6.50 

.90 


Feb. 


$   .51 

.37 

.91 

.48 

.94 

5.00 

8.10 

8.20 

63.00 

9.70 

3.75 

.28 


March 


$   .51 

.38 

.93 

.46 

1.00 

4.90 

8.10 

8.60 

64.00 

10.00 

3.70 

.26 

1.55 

.14 

.12 

.30 

1.15 

7.00 

.90 


•-"For  sources  of  data  in   tables  see  previous  page, 

Printed  in   furtherance  of  the  Agricultural  Extension  Act  approved  by  Congress,  May  8,   1914.    H.   P.   Risk, 
Director,  Extension  Service  in  Agriculture  and  Home  Economics,  University  of  Illinois 
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THE  OPPORTUNITIES  AND  PROBLEMS  OF  THE  SMALL  FARM 

From  time  to  time  the  small  farm  has  been  suggested  as  the  panacea  for 
most  of  our  social  and  economic  ills.  Its  opportunities  have  been  pictured  in 
glowing  terms.  Such  a  farm  would  provide  a  more  adequate  diet  for  the  family ; 
reduced  cost  of  food  and  shelter;  a  relatively  certain  income  and  an  insurance 
against  rising  prices ;  a  variety  of  work  with  growing  and  living  things  to  utilize 
slack  time ;  a  healthy,  clean  and  quiet  place  to  live,  and  a  good  environment  in 
which  to  raise  a  family;  and,  if  the  place  is  owned  or  is  being  purchased,  a  safe 
place  in  which  to  invest  savings,  freedom  from  rental  difficulties,  and  a  sure  job, 
especially  as  one  approaches  the  age  when  industrial  displacement  is  likely  to 
occur.    Such  is  the  "lure  of  the  land." 

But  the  small  farm  also  has  limitations  which  often  are  overlooked,  and 
especially  by  those  who  would  make  their  first  venture  in  farming.  To  get  such 
an  undertaking  under  way  and  to  live  until  returns  are  realized  requires  a  con- 
siderable initial  outlay  of  cash.  When  the  returns  are  realized,  they  are  neces- 
sarily limited  because  of  the  size  of  the  farm,  and  they  are  subject  to  great  varia- 
tion from  year  to  year  because  of  variations  in  yields  and  in  prices.  Such  a  unit 
is  poorly  adapted  to  use  labor  and  equipment  efficiently;  if  equipment  is  adequate, 
the  expense  per  acre  is  high,  and  if  inadequate  a  large  amount  of  strenuous  hand 
labor  is  necessary,  often  greatly  reducing  the  anticipated  leisure.  Diseases  and 
insects  are  likely  to  be  particularly  bad  under  an  intensive  system.  The  con- 
veniences to  which  the  family  is  accustomed  may  be  lacking.  The  community 
must  be  appraised  as  to  the  availability  and  adequacy  of  recreation,  schools,  and 
churches.  Sanitation  and  health  conditions  need  to  be  checked.  Many  com- 
munities offer  little  in  the  way  of  outside  work  to  supplement  the  income.  If 
!_  a  small  farm  is  to  be  purchased,  one  must  judge  whether  speculative  values  are 
represented  in  the  investment. 

A  small  farm  means  different  things  to  different  people,  and  it  means 
'  different  things  in  different  localities.  Basically,  farming  in  this  country  has  de- 
veloped on  the  "family  size"  unit.  This  may  mean  several  sections  in  a  grazing 
area,  from  160  to  320  acres  in  the  corn  belt,  40  acres  in  the  old  cotton  belt,  5  to 
15  acres  in  an  irrigated  fruit  area,  perhaps  one  acre  if  under  glass,  or  no  surface 
i  area  where  a  mushroom  farm  is  operated  in  an  abandoned  coal  mine.  Acreage 
alone  obviously  is  not  a  sufficient  criterion  of  size.  A  "small  farm"  is  a  unit  which 
occupies  an  area  or  produces  a  volume  of  business  materially  less  than  that  of 
the  prevailing  farms  of  its  kind  in  that  area.  Its  smallness  arises  from  an  eco- 
nomic standpoint  in  that  the  value  of  its  products  are  limited  and  frequently  are 
inadequate  to  maintain  a  satisfactory  standard  of  living  for  the  farm  family. 

In  Illinois  three  general  types  of  small  farms  may  be  distinguished:  (1)  those 
operated  as  commercial  farms,  but  whose  volume  of  production  is  too  limited  to 
provide  an  adequate  income;  (2)  those  classified  as  self-sufficing,  where  the  value 
fit  farm  products  used  by  the  family  is  50  percent  or  more  of  the  total  value  of 
ill  products  of  the  farm;  and  (3)  part-time  farms,  in  which  the  operator  works 
oart  or  all  of  the  year  for  pay  at  jobs  not  connected  with  the  farm.  The  first  two 
pf  these  types  differ  chiefly  in  degree,  the  first  applying  to  many  farms  of  60  to 
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120  acres  and  the  second  group  being  generally  smaller  in  area  except  in  regions'!'21 
of  low  productive  soils.  > 

For  these  three  groups  the  economic  problems  are  similar  in  kind,  but  the 
application  differs.    Many  of  the  operators  of  the  first  type  are  established  and  j1 
have   experience    in    farming.     Some   of   these    farms    were   doubtless   economic  ji 
units  at  one  time,  but  have  become  "small"  farms  because  of  changing  conditions. 
Such  a  shift  may  come  about  thru  subdivision  of  the  original  farm;  thru  changes  b 
in  its  productive  organization   from  an  intensive  to  an  extensive  type  such   as  ! 
from   livestock  to  grain    farming;   thru   changing  methods   which   increase   cash 
expense,  such  as  mechanization  on  units  which  do  not  fully  use  such  equipment;  .11 
thru  lowered  production  as  a  result  of  erosion  or  heavy  cropping ;  or  thru  a  rela- 
tively lower  price  level  for  farm  products  as  compared  with  prices  of  products. Ik' 
bought.    All  these  changes  act  to  reduce  the  net  income  after  operating  expenses  I 
have  been  paid.    When  this  income  is  inadequate,  the  farm's  resources  are  likely  jto'ii 
to   be    further   depleted,    and    oftentimes   the    capital    is    encumbered    to    secure  llppl 
current  living  expenses,  and  the  problem  becomes  progressively  more  acute. 

The  subsistence  group  includes  both  those  established  on  small  places  and  u 
many  who   without  adequate  experience  have   moved  to  a   small    farm   to   gain 
greater  security.    The  problem  of  the  former  is  much  like  that  of  the  previous  i« 
type,  except  that  its  opportunities  may  be  more  limited.    That  of  the  beginner  in 
farming  is  often  further  complicated  by  lack  of  farm  experience.    Good  farming 
requires  a  high  degree  of  skill  along  many  lines,  and  the  ability  to  plan  and  co- 
ordinate many  diverse  interests.   These  requirements  are  especially  emphasized  on 
the  small  farm  because  of  its  greater  economic  hazards.    How  to  handle  soils  of  !h<e1 
different  type  and  to  maintain  their  fertility;  what  kinds,  amounts,  varieties,  and|ju.( 
cultural  practices  to  use  in  growing  the  field  and  vegetable  crops ;  how  to  control  1. 
insect  pests;  how  to  feed  and  handle  livestock  to  secure  efficient  but  economically 
production ;  how  to  preserve  the  products  grown   for  family  consumption ;  and  j; , 
how  to  market  those  to  be  sold — the  solutions  to  these  and  many  other  problems  Jj,t 
are  not  learned  in  a  day.    While  much  information  of  this  kind  is  available  in 
printed    form  and   thru   the  extension   service,   its   application   requires   the   de- 
velopment of  skill  and  judgment. 

The  part-time  farms  probably  have  the  highest  proportion  of  operators  with 
limited  experience.  Around  many  industrial  centers  families  have  taken  up  small 
tracts  of  land  on  which  they  may  secure  lower  living  expenses  than  in  the  city 
and  thus  pay  for  the  place  from  the  savings.  The  problems  here  include  those 
listed  above  in  developing  experience  with  particular  emphasis  on  how  to  make 
the  best  use  of  very  limited  areas  with  the  meager  equipment  justified.  Yet  this 
situation  has  less  of  economic  hazard,  provided  the  outside  employment  is  reason-t 
ably  secure  and  regular  and  the  wages  adequate.  As  in  the  other  cases  the  problem 
is  to  produce  as  much  as  possible  of  the  family's  food  supply,  but  the  family  is 
less  dependent  for  cash  income  upon  the  land. 

Whatever  the  size  of  the  small  farm,  some  principles  are  essential  to  its 
success.  The  operator  should  strive  to  increase  the  size  of  his  business  as  much 
as  possible.  Obviously  one  means  of  doing  this  is  to  increase  the  farm  area;  but 
since  the  possibility  in  this  direction  is  always  limited  and  serves  to  displace 
others,  this  method  does  not  offer  any  solution  from  the  standpoint  of  the  com 
numity.  To  be  most  productive  the  enterprises  on  the  small  farm  must  be  in- 
tensive; this  means  growing  the  best  adapted  vegetable  and  feed  crops  ever  { 
though  some  feeds  must  be  purchased.  Special  emphasis  also  needs  to  be  put  upor  , 
one  or  more  of  the  following:  dairy  cattle,  hogs,  poultry,  or  truck  crops,  th< 
choice  depending  upon  the  skill  of  the  operator,  conditions  on  the  farm,  and  mar- 
ket outlets.  Occasionally  if  one  is  skilled,  some  new  specialty  can  be  developed 
The  proper  balance  of  intensive  enterprises  may  permit  the  full  utilization  of  th( 
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labor  available;  if  they  do  not,  outside  employment,  if  available,  may  serve  to 
supplement  the  income.  Cash  expenses  must  be  rigidly  controlled,  since  the  per 
acre  overhead  cost  is  inherently  high  on  a  small  acreage.  This  means  that  a  family 
must  do  many  things  for  themselves  although  it  may  not  be  entirely  self-sufficient, 
since,  for  example,  the  necessary  work  in  preparing  a  seedbed  and  in  cultivating 
a  small  acreage  may  oftentimes  be  hired  more  cheaply  than  the  power  and  equip- 
ment can  be  provided  and  maintained. 

From  the  economic  standpoint  the  picture  of  the  small  farm  looks  very 
different  from  that  of  the  idealist,  for  unless  the  economic  possibilities  of  the 
farm  and  of  whatever  supplementary  employment  the  situation  affords  are  ample 
to  provide  for  the  family's  needs,  the  social  benefits  however  attractive  cannot 
be  realized. 

No  general  and  sweeping  appraisal  can  be  made  of  small  farms.  Each  in- 
dividual case  is  a  problem  in  itself.  The  opportunities  and  the  limitations  as  they 
apply  to  each  case  and  to  each  family  must  be  rigidly  analyzed,  and  sentiment 
must  be  distinguished  from  realities.  If  this  is  done  upon  the  basis  of  factual 
information,  a  family  may  avoid  the  disillusionment  which  is  so  likely  to  follow 
where  the  scale  tips  heavily  to  the  limitation  side ;  and  when  it  tips  the  other 
way  the  family  may  perhaps  achieve  the  "promised  land."  -£   q  Ross 

THE  COST  OF  PRODUCING  OATS 

Costs  per  acre.  Since  1920  the  cost  of  producing  oats  on  a  group  of 
selected  farms  in  Champaign  and  Piatt  Counties  has  been  almost  consistently 
above  the  farm  price  of  oats  at  harvest  time.  In  the  cost  of  producing  oats  the 
operating  expenses,  which  include  taxes  and  all  other  costs  except  the  interest 
on  land,  declined  from  $10.21  an  acre  for  the  five  years  1920-1924  to  $7.44  for  the 
five  years  1934-1938.  When  land  charges  are  added,  the  total  cost  an  acre  in 
the  early  period  was  $22.87  and  in  the  later  period  $13.96  (Table  1). 


Table  1.- 


-The  Cost  of  Producing  Oats,  Champaign  and  Piatt  Counties 
1920-1924  and  1934-1938 


* 


rowing  costs  per  acre 

Man  labor 

Power 

Seed 

Other  expenses 

Total  growing  costs 

arvesting  costs  per  acre 

Man  labor 

Combine 

Threshing  and  twine 

Power,  truck,  and  machinery. 

Total  harvesting  costs 


.0   Total  growing  and   harvesting 
costs  per  acre  


>e 


-and  charges 

Taxes 

Interest  on  land  at  5  percent . 
Total  acre  cost 


otal  income  per  acre.  .  .  . 
*Jet  profit  or  loss  per  acre  . 

mi     rield  per  acre,  bushels  .  .  . 
1     'Jet  cost  per  bushelb 


icres  of  oats  per  farm 

"■ercent  of  crop  area  in  oats.  . 
'ercent  of  oat  crop  combined  . 


1920-24* 


3   1.76 

2.81 

1.41 

.89 

3  6  87 


3  8.30 


3   1.91 
12.66 

322.87 

318.57 
-4.30 

39   7 
3      .  506 

46.8 
24.1 


1934-1938 


3      .25 
.53 

1  .27 

1.43 

3  3.48 


3  .86 
.30 
.60 
.96 

3  2.72 


3  6.20 


3      .21 

.53 

1.15 

1.00 

3  2.89 


3  .54 
.06 
.33 
.78 

3  1.71 


3  4.60 


3   1.13 

6.72 

312.45 

3  7.16 
-5.29 


3  3.15 


3  6.71 


3  1.22 
6.54 

314.47 

311.43 
-3.04 

41.4 
3       303 

37.8 
17.3 
16.1 


3  2.87 


3  6.81 


3  1.13 
6.36 

314.30 

313.54 
-    .76 

37.0 
3      .341 

27.6 
12.2 
23.8 


3      .24 

.53 

1.56 

1.72 

3  4.05 


3   1.16 

.41 

.91 

1.27 

3  3.75 


3  7.80 


3   1.34 
6.63 

315.77 

318.41 
2.64 


.6 
.233 

.7 
.2 
.6 


3      .29 

.47 

.92 

1.28 

3  2.96 


3  .55 
.68 
.30 
.61 

3  2.14 


3  5.10 


3   1.40 

6.33 

312.83 

3  8.09 
-4.74 

36.4 
3      .330 

29.8 
13.0 

72.2 


aNo  attempt  was  made  to  separate  harvesting  labor,  power,  and  machinery'  from  growing  costs  for  these  years. 
bThis  figure  is  reached  after  allowing  credit  for  straw  and  pasture. 
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The  cooperating  farmers  who  kept  the  cost  records  were  operating  farms 
which  were  about  80  acres  larger  than  were  the  average  farms  of  the  counties, 
and  their  farms  were  better  managed  than  the  average  ones  were.  As  a  result  it 
is  felt  that  their  costs  of  producing  oats  were  lower  than  were  those  on  all  farms. 

Costs  per  bushel.  In  the  five-year  period  1920-1924  (Table  1),  the  net 
operating  expenses  per  bushel  were  17.6  cents,  leaving  out  interest  on  land 
value  and  giving  credit  for  straw  and  pasture  from  the  stubble.  When  interest 
mi  land  value  is  added,  the  total  net  cost  per  bushel  for  this  earlier  period  was 
50.6  cents.  In  the  five-year  period  1934-1938,  the  net  operating  expenses  without 
a  land  charge  and  with  credit  given  for  straw  and  stubble  pasture  were  17.8 
cents  per  bushel.  When  interest  on  land  value  is  added  in  these  later  years,  the 
total  net  cost  per  bushel  was  39.3  cents.  Therefore,  the  difference  in  cost  of 
producing  oats  between  the  two  periods  resulted  principally  from  the  reduction 
in  the  land  charge  and  not  from  the  reduction  in  operating  expenses. 

Low-profit  crop.  The  oat  crop  seldom  shows  a  profit  when  costs  and 
income  are  figured  on  a  dollars  and  cents  basis.  This  basis  gives  no  credit  to 
the  crop  for  its  function  as  a  nurse  crop  in  order  to  obtain  a  stand  of  hay  and 
pasture  or  a  stand  of  legumes  to  plow  under  for  soil  improvement.  Neither  does 
it  recognize  that  the  crop  usually  is  sown  on  land  which  has  been  heavily  cropped 
and  needs  a  nurse  crop  for  soil-building  legumes  and  that  the  yield  of  oats 
naturally  suffers  from  being  sown  on  land  that  has  been  heavily  cropped.  There- 
fore, some  credit  should  be  given  to  oats  in  the  accounting  records  for  performing 
the  service  of  a  nurse  crop  if  it  were  at  all  possible  to  determine  within  reason 
what  it  is  worth  to  the  farm.  But  since  no  basis  has  been  evolved  for  giving  such 
credit,  the  income  figures  on  the  accompanying  table  are  only  for  grain,  straw, 
and  stubble  pasture. 

Acreage  of  oats  decreasing.  Oats  held  an  important  place  in  the  cropping 
systems  on  Illinois  farms  until  the  rapid  decline  in  its  acreage  began  in  the  early 
thirties.  Since  about  1930  the  combined  influence  of  the  marked  decline  in  demand 
for  oats  as  horse  feed  and  the  introduction  of  the  more  profitable  grain  crop — 
soybeans — into  the  rotation  has  been  largely  responsible  for  the  reduction  in 
oat  acreage  in  Illinois.  In  addition,  the  feeling  on  the  part  of  many  farmers  that 
the  crop  was  not  well-adapted  to  the  use  of  large-sized,  improved  machinery — 
especially  harvesting  machinery — also  affected  the  acreage.  Largely  as  the  result 
of  these  three  factors,  the  oat  acreage  in  Illinois  declined  from  4.3  million  acres  j: 
in  1929  to  3.1  million  acres  in  1939. 

In  1926  oats  were  harvested  from  28  percent  of  the  land  in  crops  on  their 
farms  in  Champaign  and  Piatt  Counties  on  which  detailed  farm  costs  were  kept.    :' 
After  1926,  however,  the  share  of  the  cropland  in  oats  gradually  declined  on  these 
farms  to  12.2  percent  in  1936  and  1937. 

Reasons  for  oats  in  rotation.    In  spite  of  the  fact  that  many  farmers  look 
upon    oats    as    an    unprofitable    cash    crop    when    considering    only    measurable 
expenses  of  production  and  income,  the  crop  has  held  on  tenaciously  for  the  [ 
following  reasons: 

1.  Oats  do  not  compete  with  corn  and  soybeans  for  man  labor  and  power,- 
because  field  work  on  oats  is  done  during  seasons  of  the  year  when  there  are  no 
demands  from  these  crops  and  because  it  helps  to  reduce  the  idle  time  of  men 
and  machinery  where  it  is  grown. 

2.  Oats  are  recognized  as  a  good  feed  to  include  as  part  of  the  concentrates 
fed  to  sous,  ewes,  and  young  growing  animals. 

3.  (  »ats  are  a  good  nurse  crop,  and  they  will  continue  to  be  grown  where 
needed  for  this  purpose  even  though  the  crop  itself  is  not  a  profitable  one. 

4.  Oat  straw  ranks  first  among  the  straws  of  small  grain  to  fill  the  need  of 
la-dding  for  livestock. 
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5.  Oat  straw  is  the  most  nutritious  cereal  straw  and  is  used  on  many  farms 
as  feed  for  horses,  beef  cows,  and  stocker  cattle  during  the  winter. 

6.  Good  cropping  systems  generally  have  cultivated  crops,  small  grain  crops, 
and  sod  crops.  This  system  alternates  deep-  and  shallow-rooted  crops,  aids  in 
the  control  of  insect  pests,  and  can  be  used  effectively  in  controlling  erosion.  As 
oats  are  a  shallow-rooted  crop,  they  can  be  used  to  alternate  with  deep-rooted 
crops,  such  as  corn. 

7.  Tenants  like  oats  in  the  rotation  because  an  acre  of  the  crop,  if  harvested 
with  the  combine,  requires  only  one-third  as  much  of  their  labor  as  does  an  acre 
of  corn.  As  a  result  of  less  labor  expended  on  an  acre  of  oats,  the  crop  often 
pays  the  tenant  as  well  for  the  time  he  puts  on  it  as  do  the  other  crops  in  the 
rotation. 

8.  As  strains  of  oats,  which  ripen  evenly  and  in  which  the  grain  does  not 
shatter  easily  when  ripe,  are  developed  and  adopted,  the  crop  will  be  harvested 
with  the  combine,  and  the  hours  of  man  and  horse  labor  in  growing  the  crop  will 
be  much  reduced.  An  indication  of  the  possibility  of  harvesting  the  crop  with 
combines  was  shown  in  1938,  a  good  year  for  combining  oats,  when  72  percent 
of  the  oat  acreage  was  combined  on  the  farms  of  the  cost  accounting  cooperators 
in  Champaign  and  Piatt  Counties.  r>    u    Wilcox 


THE  OWNERSHIP  OF  RENTED  LAND  IN  EAST-CENTRAL  ILLINOIS 

In  the  cash  grain  area  of  25  counties  in  east-central  Illinois,  the  separation 
of  ownership  and  operation  of  farm  property  has  progressed  to  the  greatest 
degree  of  any  area  in  the  state.  With  over  55  percent1  of  the  farms  in  this  area 
operated  by  tenants  and  with  70  acres  out  of  every  100  under  lease,  tenancy  must 
oe  looked  upon  as  a  normal  occurrence.  The  landlord  influences  not  only  the 
income  received  by  tenant  farmers,  through  the  amount  and  kind  of  rent,  but 
lso,  in  greater  or  less  degree,  the  farming  practices  followed.  In  such  an  area 
ji  high  tenancy,  exceeded  only  by  certain  plantation  areas  of  the  South,  we  might 
well  raise  the  question  as  to  who  owns  the  land  and  determine,  if  possible,  any 
special  characteristics  which  might  have  a  bearing  upon  the  tenancy  situation. 

The  typical  landlord  in  this  area,  as  in  other  parts  of  the  state,  is  over  60 
/ears  old,  owns  but  one  farm,  and  is  either  a  retired  farmer  or  one  who  has  lived 
n  the  local  community  most  of  his  life.  Next  in  importance  is  the  woman  owner 
vho,  having  in  most  cases  acquired  a  farm  by  inheritance,  usually  turns  it  over  to 
a  tenant.  Women  are  particularly  important  in  the  cash  grain  area  because  they 
lold  over  a  quarter  of  all  rented  land,  or  about  40  percent  of  the  rented  land  in 
)rivate  ownership.  Another  10  percent  of  the  rented  land  is  in  undivided  estates, 
vhich  result  from  delay  in  settlement  upon  the  death  of  the  original  owner.  Estate 
and  is  turned  over  to  tenants  because  the  favorable  rental  incomes  from  farms 
n  this  area  permit  the  heirs  to  receive  a  substantial  income  without  selling  the 
)roperty.  In  other  areas  where  lower  rents  prevail,  farms  are  more  often  divided 
imong  the  heirs  upon  the  death  of  the  owner,  resulting  in  many  small  holdings 
)f  uneconomic  size. 

Another  feature  of  ownership  in  this  area  is  the  extent  to  which  men  and 
ff:  Vomen  owners  have  turned  over  the  management  of  their  property  to  agents.  In 
study  of  3  representative  counties  in  the  cash  grain  area,  over  10  percent  of  the 
ented  land  was  controlled  by  personal  agents  rather  than  by  the  owners 
emselves. 

In  addition  to  the  private  owners  discussed,  we  find  a  certain  amount  of  land 
>wned  by  nonprivate  agencies,  such  as  insurance  companies,  banks,  and  other 
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'1935    Census    of   Agriculture;    all    other    data    from    1938    A. A. A.    records    in    three    selected    counties, 
hampaign,    Livingston,    and    DeWitt. 
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lending  agencies.    The  relative  importance  of  all  of  the  various  classes  of  land- 
owners may  be  judged  from  the  following  table: 


Table  1. — Percent  of  the  Rented  Land  Owned  by  Various  Types  of  Owners. 
Three  Cash  Grain  Counties,  Illinois,  1938 


Ian 

IK1 


Type  of  Owner 


Champaign 
county 


Livingston 
county1 


DeWitt 

county 


Average  for 
3  counties 


(Percent  of  rented  land) 


Private  ownership  or  control 

Men 

Women 

Undivided  estates 

Men  or  women  owners  with  personal 
agents 


Nonpersonal  ownership  or  control 

Insurance  companies 

Banks 

Other  lending  agencies 

All  others 


Total  rented  land  . 


Percent  of  the  total  farm  land  rented, 
1 935  Census 


48.8 
26.4 
10.4 


4  0 


(2) 


100.0 
75.9 


47.2 

21.1 

9.4 


6.5 
1.4 
1.5 

.3 


73.0 


50.5 
20.0 

13.8 

49.1 
24.4 
11.2 

12.0 

10.8 

3.2 
.1 

.4 
(2) 

4.5 

100.0 

74.5 

4.0 

.2 
.3 
(2) 

■Based  on  4  sample  townships,  Longpoint,  Germanville,  Chatsworth,  and  Round  Grove. 
2Less  than  .1  percent;  includes  churches,  schools,  railroads,  villages,  etc. 

Even  though  a  large  proportion  of  the  land  is  leased  in  this  area,  ownership 
slill  lies  predominantly  with  individuals,  and  corporate  owners  play  a  very  minor: 
part.  The  holdings  of  credit  agencies,  amounting  to  about  5  percent  in  1938,  are 
probably  even  less  now  because  the  policy  of  many  companies  in  recent  years  has 
been  to  sell  property  which  was  acquired  by  foreclosure  during  the  depression 
period. 

The  question  of  the  amount  of  absentee  ownership  likewise  deserves  attention 
in  this  area  of  high  tenancy.  In  the  3  counties  studied  the  addresses  of  all  private 
landowners  were  classified  according  to  their  place  of  residence,  whether  in  the 
county  or  adjoining  counties,  in  other  counties,  or  in  other  states.  The  results 
are  shown  in  Table  2. 

Table  2. — Percent  Distribution  of  the  Rented  Land  Owned  by  Private  Individuals 

Classified  as  to  Their  Place  of  Residence.    Three  Cash 

Grain  Counties,  Illinois,  1938 


Post  Office  address  of  owner 

Champaign 
county 

Livingston 
county1 

DeWitt 
county 

Average  for 
2  counties2 

(Percent  of  rented  land) 

In  the  county  or  adjoining  counties 

84.8 

9  9 

5.3 

100.0 

84.2 

7.6 

8.2 

100.0 

87.3 

6.8 

5.9 

100.0 

85.5 
9.0 

5.5 
100.0 

'Based  on  4  sample  townships. 

2Livingston  omitted  because  of  small  sample. 


On  the  basis  of  this  sample  it  would  appear  that  only  about  15  percent  of 
the  land  is  owned  by  individuals  living  distant  enough  to  be  considered  absentee 
If  insurance  companies,  banks,  and  other  lending  agencies  arc  considered  absentee 
owners,  then  about  20  percent  of  the  rented  land  would  be  so  owned.  However 
many  of  the  lending  agencies  have  hired  managers  to  supervise  their  farms,  and 
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many  individuals  living  at  a  distance  also  have  hired  agents.  The  amount  of 
supervision  which  these  agents  perform  may  vary  from  a  minimum  by  those 
who  only  collect  rents  and  handle  the  leasing  to  the  maximum  by  the  professional 
manager  who  supervises  all  phases  of  the  farm  business.  In  many  cases  the 
landlord  may  thus  live  at  a  considerable  distance  but  is  not  absentee  in  the 
management  sense. 

Still  another  matter  of  interest  in  this  area  is  the  small  extent  to  which 
ownership  is  concentrated  in  the  hands  of  a  few  large  landowners.  In  addition 
to  insurance  companies  and  lending  agencies  wrhich  are  relatively  unimportant  in 
relation  to  the  total  farm  acreage,  we  find  few  individuals  with  large  land  hold- 
ings. Over  85  percent  of  the  private  owners  own  but  a  single  tract;  about  11 
percent,  two  tracts ;  and  4  percent,  three  or  more  tracts. 

Although  it  has  not  been  possible  to  determine  distinct  types  of  owners  within 
the  major  classes  shown  in  this  study,  the  data  do  indicate  that  there  are  few 
special  characteristics  of  land  ownership  which  are  necessarily  associated  with 
high  tenancy  in  this  area  of  Illinois.  Other  factors  than  the  kind  of  ownership 
appear  to  be  more  responsible   for  variations   in  the  amount   of   tenancy  over 

the    State-  W.   H.   SCOFIELD 


COST  OF  HANDLING  GRAIN  BY  ILLINOIS  ELEVATORS 

Farmers'  elevators  do  various  types  of  business — some  a  strictly  grain  busi- 
ness, others  a  large  merchandise  business.  It  is  impossible,  however,  to  allocate 
costs  accurately  between  the  different  branches  of  the  business.  In  this  analysis 
of  the  operations  of  43  Illinois  farmers'  elevators  for  the  fiscal  year  ending 
between  July  1,  1937  and  June  30,  1938,  only  figures  for  companies  with  90  per- 
cent or  more  of  their  sales  made  up  of  grain  are  included.  For  these  companies 
merchandise  can  be  considered  a  distinct  side-line  and  the  handling  of  grain  the 
principal  business.  In  order  to  calculate  the  cost  of  handling  grain,  it  was  assumed 
that  income  from  merchandise  and  miscellaneous  sources  balanced  the  costs  in- 
curred in  handling  this  merchandise  or  performing  these  miscellaneous  services. 

The  method  of  calculating  the  cost  per  bushel  for  individual  companies  is 
illustrated  in  Table  1. 

Table  1. — Calculated  Costs  for  a  Particular  Company 

Items 


Expenses" 

Interest  at  6  percent  on  net  worth 

Total  expenses  and  interest  on  net  worth 

Side-line  and  miscellaneous  income 

Difference  =  (approximate  cost  of  handling  grain). 

Bushels  handled 

Cost  per  bushel 


37 

I 

283 

XII 2 

9 

2 

OS.S 
403 

36  682 

58 

201 

1 

H 

"These  costs  contain  all  cash  outlays  and  depreciation  as  set  up  by  the  auditor,  in- 
cluding interest  actually  paid  but  not  including  income  taxes  or  dividends  paid. 

Calculated  in  this  manner,  the  costs  of  handling  grain  for  the  43  companies 
were  distributed  as  shown  in  Table  2. 

It  may  be  noted  that  the  average  cost  was  2  cents  per  bushel.   Of  this  amount, 
interest  on  net  worth  represented  .47  cents,  each  percent  of  interest  being  equal 
",,.:  to  .08  cent  per  bushel. 

Costs  tended  to  decline  with  volume  until  300,000  bushels  were  handled ; 
ut  above  that  volume,  no  uniform  relationship  was  indicated  between  cost  and 
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Table  2. 


-Relation  of  Costs  of  Handling  Grain  and  Volume,  43  Illinois 
Farmers'  Elevator  Companies,  1937-38 


Bushels  of  grain  handled 

Number  of  firms 

Average  cost  per  bu. 
for  firms  in  group 

Range  in  costs  per  bu. 

(thousands) 
Less  than  100 

4 

(cents) 
5.46 
2   86 

(cents) 
3.64-9.01 

100-199 

1 .68-4.73 

200-299 

300-399 

400-499 

14                                 2.14 
10                                  1.61 
5                                  1    81 

1.02-3.56 
.89-2.49 
.79-2.67 

500  and  over 

Average  or  total 

3 
43 

1.77 
1.99 

1.59-2.13 
.79-9.01 

volume.  The  reason  why  volume  and  costs  are  related  in  this  fashion  is  obvious: 
.Many  costs  are  fixed;  and  as  volume  increases,  these  fixed  costs  are  distributed 
over  more  units ;  therefore,  cost  per  unit  decreases. 

Twenty-four  firms  had  costs  over  2  cents  per  bushel ;  and  19  firms,  costs 
below  that  figure.  The  24  with  costs  over  2  cents  per  bushel  handled  a  total  of 
5,426,740  bushels,  and  the  19  with  costs  below  2  cents  per  bushel  handled  an 
aggregate  of  6,652,060  bushels.  Thus,  over  half  of  the  grain  was  handled  by  the 
companies  with  costs  below  2  cents.  Seven  firms  had  costs  above  3  cents  per 
bushel,  and  36  had  costs  below  that  figure.  The  7  with  costs  above  3  centsj 
however,  handled  only  7  percent  of  the  grain. 

Margins  earned.  The  average  margins  earned  were  calculated  for  all 
grain  combined,  not  for  individual  grains.  Out  of  the  43  companies,  18  earned 
gross  margins  of  less  than  2  cents  on  all  grain  handled,  but  25  earned  over  that 
figure,  making  the  average  2.12  cents. 

Net  Returns.  Net  returns  wTere  calculated  for  each  company  by  deduct- 
ing its  cost  of  handling  per  bushel,  calculated  as  described  above,  from  its  gross 
earnings  per  bushel. 

These  net  returns  were  distributed  as  follows: 


Losses 

(cents)  Number 

6.0-6.9 1 

5.0-5.9 0 

4.0-4.9 2 

3.0-3.9 0 

2.0-2.9 1 

1.0-1.9 4 

0    -0.9 ._10 

Total 18 


Gains 

(cents)  Number 

0     -0.9 21 

1.0-1.9 _4 

Total 25 


Average:    .13  cent  gain 


On  this  calculated  basis,  18  companies  showed  net  losses,  which  means  that 
they  failed  to  pay  expenses  and  to  earn  6  percent  on  invested  capital,  and  25 
showed  profits,  the  profits  of  the  43  companies  averaging  .13  cent  per  bushel. 

L.  J.  Norton 

CHANGES  IN  CORN  AND  HOG  PRODUCTION  IN  THE  SOUTH 

Some  confusion  exists  concerning  the  extent  to  which  there  have  been  in- 
creases  in  the  production  of  corn  and  hogs  in  the  South.  In  the  March  issue 
•  it  Illinois  harm  Economics  it  was  indicated  that  a  marked  increase  in  the  pro- 
duction  ot  corn  and  hogs  in  the  South  has  accompanied  decreasing  cotton  acreage. 
However,  figures  compiled  last  fall  show  that  for  12  southern  states  the   1939 
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Table  1. — Areas  of  Selected  Crops  in  Oklahoma  and  Texas 


Year 


Cotton 
(planted) 


Corn 
(planted) 


Cowpeas, 
peanuts,  and 

soybeans" 
(harvested) 


Winter 

wheat 

(planted) 


All  principal 

cropsb 
(harvested) 


Average 
1928-32  . 
1937-39  . 

1937.  .  . 

1938.  .  . 
1939  .  .  . 


(000  acres) 

19  853 
12  325 

15  240 
10  896 
10  840 


(000  acres) 

8  120 
6  573 

6  316 
6  602 
6  799 


(000  acres) 

617 
1  432 

1  351 

1   433 
1   509 


(000  acres) 

8  615 
10  548 

10  937 

11  938 
8   770 


(000  acres) 

46  567 
39  685 

41   640 
39  549 

37  865 


"Total  acreage  for  all  purposes,  equivalent  solid  acreage  basis. 

bAll  crops  included  in  "46  principal  crops"  as  compiled  by  the  Bureau  of  Agricultural  Economics. 


total  corn  area  was  30,800,000  acres  compared  with  28,920.000  for  the  5  years 
1928-1932.  Production  of  the  same  states  in  1939  was  450,078,000  bushels  com- 
pared with  the  5-year  (1928-1932)  average  of  442,141,000  bushels. 

The  above  statements  seem  contradictory,  but  actually  they  are  not.  The 
apparent  discrepancy  arises  largely  because  three  of  the  12  states  mentioned  above 
are  not  primarily  cotton-growing  states,  and  two  of  the  others  have  important 
areas  which  lie  outside  the  cotton  belt. 

The  marked  increase  in  hog  production  in  the  South  is  apparent  from  any 
'combination  of  southern  states,  and  it  makes  little  difference  just  what  group 
lof  states  we  use  in  summarizing  the  data.  If,  however,  we  wish  to  observe  the 
relation  between  the  reduction  in  cotton  acreage  and  the  increase  in  hog  produc- 
tion, we  need  to  restrict  our  comparison  to  the  cotton-growing  states,  and  even 
there  to  take  account  of  the  varying  conditions  in  the  different  states. 

There  are  only  nine  states  in  which  cotton  growing  is  important  through- 
out any  large  portion  of  their  area.  These  states  are:  North  Carolina,  South 
Carolina,  Georgia,  Alabama,  Mississippi,  Arkansas,  Louisiana,  Oklahoma,  and 
Texas. 

These  nine  states  are  included  among  the  12  mentioned  above,  but  the  12 
states  also  included  Virginia,  Tennessee,  and  Florida.  In  the  latter  three  states 
otton  growing  is  limited  to  a  small  area ;  whereas  corn  is  grown  quite  generally 
Ithroughout  their  entire  agricultural  area.  It  is  in  only  9  of  the  12  states,  con- 
sequently, that  changes  in  the  cotton  area  could  conceivably  have  much  effect 
upon  the  total  corn  area. 

Two  of  these  9  states,  Oklahoma  and  Texas,  are  essentially  different  from 
he  others  in  several  important  respects.  Both  have  large  farming  areas  in  which 
:otton  is  not  important.  Northern  Oklahoma  and  the  northern  panhandle  of 
Texas  are  part  of  the  winter  wheat  region.  In  this  region,  and  also  in  western 
Texas,  many  cattle  are  raised ;  whereas  there  are  relatively  few  cattle  in  the  other 
mportant  cotton  states.  Furthermore,  a  considerable  part  of  Oklahoma  and 
Texas  is  in  the  "dust  bowl"  region  where  there  has  been  a  drastic  reduction  in  the 
|ast  few  years  in  the  total  amount  of  land  devoted  to  crops.  The  reduction  in  the 
:eed  grain  acreage  in  the  drier  regions  of  these  states  has  tended  to  offset,  or  more 
han  offset,  increases  in  the  amount  of  grain  grown  on  the  land  formerly  devoted 
o  cotton.  Even  in  much  of  the  cotton-growing  area  of  Oklahoma  and  Texas, 
lowever,  the  tendency  has  been  to  replace  cotton  with  wheat  and  other  small 
grains  rather  than  with  corn.  (See  Table  1.)  Because  of  all  these  differences,  and 
ilso  because  there  has  been  a  much  less  marked  increase  in  hog  production  in 
Oklahoma  and  Texas  than  in  the  other  7  leading  cotton  states  (Table  2),  it  is 
lelpful  to  consider  them  separately. 

Corn  is  the  most  important  hog  feed  of  the  South,  but  it  is  not  the  only 
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Table  2. — Corn  Production  and  Pig  Crops  (Spring  and  Fall  Combined) 
in  7  Cotton  States  and  Oklahoma  and  Texas 


Year 

7  Cotton  states 

Oklahoma  and  Texas 

Corn  production 

Pig  crops 

Corn  production 

Pig  crops 

Average 

1928-32 

(000  bu.) 
212  964 

(000  head) 
6    172 

(000  bu.) 

133   764 
104   776 

103  008 
110  728 
100  592 

(000  head) 
3  296 

1937-39 

1937 

266  785                       9  565 

276  331                       8  392 
288  353                       9  742 
235  672 

3  633 
2  918 

1938 

3  501 

1939 

4  480 

Table  3. — Areas  of  Selected  Crops  in  7  Southern  States* 


Year 

Cotton 
(planted) 

Corn 
(planted) 

Cowpeas, 
peanuts,  and 

soybeansb 
(harvested) 

All  principal 

crops0 
(harvested) 

Average 

1928-32 

(000  acres) 

19  339 
13   745 

16  364 

12   757 
12    113 

(000  acres) 
15   705 

(000  acres) 
4  112 

(000  acres) 
46  436 

1937-39 

18  552                       7  282 

17  466                         7    173 

19  310                       7  331 

18  879 

48  549 

1937 

49  996 

1938 

48   137 

1939 

47  513 

"North  Carolina,  South  Carolina,  Georgia,  Alabama,  Mississippi,  Arkansas,  and  Louisiana. 

bTotal  acreage  for  all  purposes,  equivalent  solid  acreage  basis. 

•All  crops  included  in  "46  principal  crops"  as  compiled  by  the  Bureau  of  Agricultural  Economics. 

important  one.    Cowpeas,  peanuts,  and  soybeans  are  also  important  throughout 
most  of  the  cotton  states,  and  in  Oklahoma  and  Texas  grain  sorghums,  oats,  and 
wheat  need  to  be  added  to  the  list.    The  acreages  of  all  these  crops  need  to  be  j 
considered   in   any  thorough   analysis   of   the   effect  of   the   reduction   of   cotton 
acreage  on  the  ability  of  these  states  to  produce  hog  feed. 

If  we  compare  the  average  acreage  in  the  years  1928-32  with  the  average  in 
the  last  three  years,  1937-39,  we  find  that  in  the  seven  states  (North  Carolina, 
South  Carolina,  Georgia,  Alabama,  Mississippi,  Arkansas,  and  Louisiana)  there 
has  been  a  reduction  in  cotton  area  of  5.6  million  acres  and  an  increase  of  2.9 
million  acres  in  the  area  of  corn.  The  acreage  of  peanuts,  cowpeas,  and  soybeans 
in  these  seven  states  has  increased  3.1  million  acres.  Somewhat  more  detailed 
figures  of  the  areas  of  the  above-mentioned  crops  in  these  states  are  given  in 
Table  3. 

The  percentage  increase  in  the  pig  crops  of  the  7  cotton  belt  states  has  been 
approximately  twice  as  great  as  the  increase  in  corn  production.  (See  Table  2.) 
This,  however,  does  not  mean  that  the  increase  in  corn  production  has  not  been 
sufficient  to  feed  the  increased  number  of  hogs,  for  corn  is  not  used  only  for 
feeding  hogs  in  the  South  any  more  than  it  is  in  Illinois.  An  analysis  of  the 
increase  in  corn  production  in  the  7  states  compared  with  the  increase  in  the  hog 
production  indicates  that  nearly  enough  additional  corn  is  now  being  raised  to. 
feed  the  additional  hogs,  and  when  we  make  some  further  allowance  for  the  pro- 
duction of  soybeans,  peanuts,  and  cowpeas,  it  would  seem  that  the  increase  in  feed 
production  is  adequate  to  take  care  of  the  larger  numbers  of  hogs. 

The  outstanding  facts  may  be  summarized  as  follows:  Hog  production  in  the 
South  lias  increased.  This  increased  production  of  hogs  has  been  made  possible 
by  the  production  of  more  hog  \\\-d  in  the  South.  The  production  of  corn,  soy- 
beans, peanuts,  and  cowpeas  and  some  other  feedstuff's  in  the  South  has  increased. 
In  the  seven  strictly  cotton  belt  states  the  increased  acreage  of  the  four  crops 
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mentioned  above  is  almost  as  great  as  the  decrease  in  cotton  acreage.  In  the  light 
of  these  and  other  facts  it  is  clear  that  the  reduction  in  cotton  acreage  and  the 
increase  in  the  production  of  hogs,  corn,  and  other  feedstuffs  go  hand  in  hand. 

The  article,  "Recent  Hog  Price  Movements  in  the  Light  of  Supply  and 
Demand  Conditions,"  which  appeared  in  the  March  issue  of  Illinois  Farm 
Economics  carried  no  implication  as  to  either  desirability  or  undesirability  of  the 
recent  trends  of  hog  and  corn  production  in  the  South.  Its  purpose  was  to  present 
the  outstanding  facts  responsible  for  recent  hog  price  movements.  In  addition  to 
these  facts  many  others  should  be  taken  into  consideration,  if  one  is  to  appraise 
the  net  effect  of  interregional  competition  upon  the  welfare  of  corn-belt  farmers. 
A  complete  analysis  of  this  interregional  competition  is  not  possible  here,  but  it 
may  be  appropriate  to  point  out  that  if  cotton  acreage  reduction  does  tend  to 
reduce  hog  prices  by  increasing  southern  hog  production,  this  does  not  necessarily 
mean  that  such  cotton  acreage  reduction  works  out  to  the  disadvantage  of  the 
corn-belt  farmers.  But  even  if  cotton  acreage  reduction  does  work  out  to  the 
detriment  of  corn-belt  farmers,  we  should  not  blame  the  southern  farmers.  They 
need  to  adapt  their  farming  to  the  reduced  level  of  foreign  and  domestic  demand 
for  cotton. 

Decreases  in  cotton  production  have  also  involved  decreases  in  the  production 
of  cottonseed  oil  and  meal,  so  that  while  the  southern  farmers  may  be  producing 
more  hogs  than  in  the  late  1920's,  they  are  producing  less  cottonseed  oil  to  com- 
pete with  lard.  In  the  corn  belt,  on  the  other  hand,  while  hog  production  has  been 
reduced,  production  of  soybeans  has  greatly  increased,  and  this  has  increased 
the  amount  of  soybean  oil  and  meal.  Soybean  oil,  of  course,  competes  directly 
with  cottonseed  oil  for  use  in  oleomargarine  and  vegetable  oil  shortenings  as  well 
as  with  lard  produced  in  the  corn  belt.  There  is  no  more  reason  for  corn-belt 
farmers  to  be  concerned  about  the  increased  hog  production  in  the  South  than 
there  is  for  southern  farmers  to  be  concerned  about  increased  soybean  production 
in  the  corn  belt.  E   j.  WoRKING 


Footnotes  for  the  following  page: 

'-"The  first  source  is  for  annual  data;  the  second  is  for  current  data  from  which  tables  may  be  brought 
o  date. 

'Survey  of  Current  Business,  1936  supplement,  U.S.  Dept.  of  Commerce;  subsequent  monthly  issues. 
Same  as  footnote  1.  Illinois  Crop  and  Livestock  Statistics,  Circular  438  (1937);  monthly  mimeographs  of 
statistical  Tables  for  Illinois  Crop  Report,  converted  from  1910-14  =  100  to  1924-29  —  100  by  multiplying 
>y  .7151.  Agricultural  Situation,  Bureau  of  Agricultural  Economics,  U.S.D.A.;  Agricultural  Situation. 
■onverted  from  1910-14  =  100  to  1924-29  =  100  by  multiplying  by  .6486.  Calculated  from  data  furnished 
>y  Bureau  of  Agricultural  Economics;  Survey  of  Current  Business,  seasonally  adjusted.  'Calculated  by 
Department  of  Agricultural  Economics,  University  of  Illinois,  seasonally  adjusted.  Data  from  Farm  Income, 
bureau  of  Agricultural  Economics;  B.A.E.  monthly  mimeograph.  Receipts  from  Sale  of  Principal  Farm 
3roducts  (government  payments  not  included).  'Obtained  by  dividing  Index  of  Illinois  Farm  Income 
^column  6)  by  Index  of  Prices  Paid  by  Farmers  (column  4).  'Monthly  Indexes  of  Non-Agricultural  and 
vfational  Income,  Supplement,  August,  1937,  B.A.E. ;  Price  and  Demand  Situation,  or  Agricultural  Situa- 
ion.  "Survey  of  Current  Business,  1938  Revision;  subsequent  monthly  issues,  unadjusted  for  seasonal 
'ariation.  '"Federal  Reserve  Bulletin  of  Federal  Reserve  Board,  September,  1933  and  subsequent  issues; 
survey  of  Current  Business,  seasonally  adjusted.  "Preliminary  estimate.  "Illinois  Crop  and  Livestock 
statistics,  Cir.  438;  Monthly  price  releases,  State  Agricultural   Statistician. 
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Table  A. — Indexes  of  United  States  Agricultural  and  Business  Conditions 


Year  and 
month 


Base  period . 

1929 

1930 

1931 

1932 

1933 

1934 

1935 

1936 

1937 

1938 

1939 

1939  Apr.... 
May. .. 
June... 
July... 
August 
Sept. .  . 

Oct 

Nov. . . 
Dec. . . . 

1940  Jan.  .  . 
Feb.... 
Mar. .  . 
Apr. . .  . 


Commodity  prices 


Wholesale  prices 


All  com 
modities1 


1926 
95 
86 
73 
65 
66 
75 
80 
81 
86 
79 
77 

76 
76 
76 
75 
75 
79 
79 
79 
79 
79 
79 
78 
78" 


Farm 
products8 


1926 
105 

88 

65 

48 

51 

65 

79 

81 

86 

69 

65 

64 
64 
62 
63 
61 
69 
67 
67 
68 
69 
68 
68 
69" 


Illinois 
farm 
prices' 


1924-29 
104 
89 
62 
41 
45 
61 
82 
86 
96 
69 
65 

64 
65 
62 
61 
58 
71 
67 
67 
66 
68 
67 
66 
67" 


Prices 
paid  by 
farmers4 


1924-29 
99 
94 
80 
69 
71 
80 
81 
80 
84 
80 
78 

78 
78 
78 
78 
77 
79 
79 
79 
79 
79 
79 
79 
80 


Income  from  farm  marketings 


U.S. 

In 

money6 


1924-29 
103 
83 
58 
43 
49 
57 
64 
74 
80 
72 
72 

68 
70 
64 
63 
66 
74 
76 
76 
79 
79 
83 
76" 


Illinois 


In 
money* 


1924-29 
103 
87 
58 
43 
51 
55 
65 
82 
86 
81 

75 
82 
72 
67 
60 
73 
80 
86 


In  pur- 
chasing 
power7 


1924-29 
104 

93 

72 

62 

72 

69 

80 
102 
102 
101 

96 
105 

92 

86 

78 

92 
101 
109 


Non- 
agricul- 
tural 

income8 


1924-29 
107 
100 

87 

68 

63 

72 

77 

90 

95 

88 

93 

90 

91 

92 

92 

93 

93 

95 

96 

97 

96 

95" 

95 


Factory 
payrolls' 


1923-25 
110 

89 

68 

47 

50 

64 

74 

86 
102 

78 

91 

86 

85 

87 

84 

90 

94 
102 
102 
104 

98 

98 

98 


Indus- 
trial 
produc- 
tion10 


1923-25 
119 

96 

81 

64 

76 

79 

90 
105 
110 

86 
105 

92 

92 

98 
101 
103 
111 
121 
124 
128 
119 
109 
103" 
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Table  B. — Prices  of  Illinois  Farm  Products" 


Product 


Calendar  year  average 


1938 


1939 


April 
1939 


Current  months 


Feb. 


March 


April 


Corn,  bu 

Oats,  bu 

Wheat,  bu 

Barley,  bu 

Soybeans,  bu. . . 

Hogs,  cwt 

Beef  cattle,  cwt. 
Lambs,  cwt. .  .  . 
Milk  cows,  head 
Veal  calves,  cwt. 

Sheep,  cwt 

Butterfat,  lb. . .  . 

Milk,  cwt 

Eggs,  doz 

Chickens,  lb 

Wool,  lb 

Apples,  bu 

Hay,  ton 

Potatoes,  bu 


$   .81 

.42 

1.30 

.66 

1.94 

9.97 

8.57 

12.22 

78.00 

11.27 

6.52 

.42 

2.32 

.30 

.21 

.36 

1.59 

13.38 

1.39 


$   .45 

.24 

.68 

.53 

.75 

8.06 

7.68 

7.76 

60.00 

8.89 

3.36 

.25 

1.66 

.19 

.15 

.21 

.95 

7.65 

.73 


$    .43 

.28 

.67 

.41 

.74 

6.56 

8.18 

8.18 

63.00 

9.15 

3.44 

.23 

1.59 

.16 

.13 

.25 

1.07 

6.05 

.80 


$    .40 

.26 

.61 

.41 

.75 

6.80 

8.60 

8.60 

63.00 

9.20 

4.00 

.20 

1.45 

.14 

.14 

.21 

1.40 

6.30 

.80 


$   .51 

.37 

.91 

.48 

.94 

5.00 

8.10 

8.20 

63.00 

9.70 

3.75 

.28 

1.70 

.20 

.12 

.29 

1.05 

6.60 

.90 


$   .51 

.38 

.93 

.46 

1.00 

4.90 

8.10 

8.60 

64.00 

10.00 

3.70 

.26 

1.60 

.14 

.12 

.30 

1.15 

7.00 

.90 


$    .54 

.38 

.97 

.48 

.97 

4.95 

8.20 

8.90 

65.00 

9.50 

3.70 

.26 

1.55 

.13 

.13 

.28 

1.25 

7.00 

.90 


i 


'""For  sources  of  data  in  tables  see  previous  page. 
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WATER  AND  TRUCK  TRANSPORTATION  OF  ILLINOIS  GRAIN 
Water  Transportation 

Shipments  on  the  Illinois  River.  The  quantity  of  grain  apparently  shipped 
from  points  on  the  Illinois  River  and  Waterway  amounted  to  19,016,400  bushels 
in  1939  as  compared  with  18,314,000  bushels  in  the  previous  year.  Both  of  these 
figures  are  based  on  receipts  at  Chicago  plus  shipments  by  the  Federal  Barge 
Lines  minus  any  duplications. 

The  quantities  of  the  various  grains  for  these  two  years  were: 


Grain 

1938 

1939 

(bushels) 

(bushels) 

Corn 

16  058  000 

15  662  800 

Wheat 

1  161  000 

1  152  700 

Oats 

603  000 

986  900 

Soybeans 

420  000 

1  167  000 

Rye 

72  000 

31  000 

Barley 

0 

16  000 

Total 

18  314  000 

19  016  400 

Slightly  less  corn  and  wheat  were  handled  in  1939  than  in  1938,  but  more 
oats  and  soybeans  were  shipped. 

In  addition  to  the  total  amounts  given  above,  1,405,500  bushels  of  grain  which 
originated  on  other  rivers  were  delivered  to  Chicago  by  the  Illinois  Waterway. 
This  amount  was  largely  wheat  from  Kansas  City,  but  it  also  included  wheat  from 
St.  Louis  and  a  small  lot  of  soybeans  from  Arkansas. 

Points  from  which  grain  was  shipped.  New  facilities  for  handling  grain 
were  opened  on  the  Illinois  River  in  1939  at  Seneca,  LaSalle,  and  Kampsville. 
Grain  was  shipped  from  the  following  points:  Morris  in  Grundy  county;  Seneca, 
Ottawa,  and  LaSalle  in  LaSalle  county;  Hennepin  in  Putnam  county;  Henry 
;and  Lacon  in  Marshall  county;  Chillicothe  and  Peoria  in  Peoria  county;  Pekin 
n  Tazewell  county ;  Havana  in  Mason  county ;  Naples  in  Scott  county ;  Monte- 
zuma in  Pike  county;  and  Kampsville  in  Calhoun  county.  In  all,  17  elevators 
operated  by  6  different  firms  were  operated  on  the  river. 

Destinations.  The  largest  single  desination  of  all  this  grain  was  Chicago. 
The  quantities  of  grain  shipped  from  the  Illinois  River  to  different  destinations 
[in  1939  follow: 

Destination 

Chicago 15 

New  Orleans 

Memphis 

St.  Louis 

New  Madrid,  Missouri 

Vicksburg,  Mississippi 

Mobile,  Alabama 

Total 19  016  400  100.0 

Chicago  was  the  principal   destination    (82.4%)  ;   New  Orleans,   the   second 
[12.7%)  ;  and  the  remaining  4.9%  went  to  5  other  points. 
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Number 

Percent 

of  bushels 

of  total 

15  678  500 

82.4 

2  415  800 

12.7 

344  900 

1.8 

296  300 

1.6 

155  200 

0.8 

115  000 

0.6 

10  700 

0.1 

Reshipping  rates.  Much  of  the  grain  going  to  New  Orleans  presumably 
went  for  export,  and,  therefore,  no  question  of  railroad  freights  was  involved 
At  Chicago  grain  received  from  the  river  may  be  reshipped  either  by  lake  boat. 
or  by  rail  on  favorable  reshipping  rates.  A  case  involving  the  cancellation  of 
these  reshipping  rates  is  now  pending  before  the  Interstate  Commerce  Commis- 
sion. If  these  rates  are  cancelled  and  if  grain  going  to  Chicago  from  the  Illinois 
River  has  to  pay  local  rail  rates  when  reshipped  from  Chicago,  such  grain  will 
sell  to  less  advantage  at  times  than  it  does  at  present.  This  is  not  true  when  the 
grain  is  shipped  east  from  Chicago  by  water;  but,  when  this  movement  is  via 
rail,  the  sale  of  the  grain  would  be  hampered  if  the  reshipping  rates  are  cancelled. 
For  example,  the  local  rail  rate  on  grain  from  Chicago  to  New  York  is  38  cents 
per  100  pounds  as  compared  with  26  cents  for  grain  received  via  the  waterway. 

This  water  movement  developed  because  the  combined  cost  of  transportation 
and  handling  via  truck  to  the  river  and  then  via  barge  to  market  was  less  than 
was  the  rail  rate  when  the  total  costs  in  connection  with  both  systems  are  con-i 
sidered.  The  water  movement  continued  during  1939  in  spite  of  rather  low  local 
rail  rates  into  Chicago.  These  local  rates,  however,  do  not  permit  the  grain  to  be 
reshipped  on  the  lower  reshipping  rate. 

Shipments  via  river  from  points  in  Illinois  on  the  Mississippi  River.  The 
Federal  Barge  Lines  handled  1,242,000  bushels  from  4  points  on  the  upper  Mis- 
sissippi River  above  St.  Louis ;  these  points  are  New  Boston  and  Keithsburg  in 
Mercer  county,  Oquaka  in  Henderson  county,  and  Quincy  in  Adams  county.  This 
grain  went  chiefly  to  New  Orleans  along  with  smaller  quantities  to  St.  Louis 
and  Memphis.  From  the  lower  Mississippi,  241,000  bushels  were  shipped  to  New 
Orleans  from  Grand  Tower  and  Cairo.  Shipments  from  St.  Louis  or  East  St 
Louis  are  not  included  here  because  they  include  transshipments.  However,  con- 
siderable grain  was  trucked  to  St.  Louis  in  1939  and  then  shipped  out  by  river 

In  addition  to  shipments  from  Illinois  points,  2,832,000  bushels  of  grain  wen 
shipped  from  other  states  on  the  upper  Mississippi,  including  Minneapolis  anc 
St.  Paul  in  Minnesota  and  Clinton,  Davenport,  and  Muscatine  in  Iowa  wit! 
Muscatine  being  the  most  important  Iowa  point.  From  these  points  grain  wen 
chiefly  to  Memphis  and  New  Orleans  with  small  shipments  to  St.  Louis,  Nev 
Madrid,  Cairo,  Greenville,  and  Yicksburg.  On  the  lower  Mississippi  heavy  ship 
ments  were  made  from  St.  Louis  and  East  St.  Louis  and  smaller  ones  from  Nev 
Madrid,  Cape  Girardeau,  and  Bird's  Point  in  Missouri,  Osceola,  Memphis,  Green 
ville,  Yicksburg,  and  New  Orleans.  The  chief  destination  was  New  Orleans  witl 
smaller  shipments  to  Chicago,  Memphis,  Greenville,  Yicksburg,  and  Mobile. 


Truck  Transportation 

Increase  in  trucking.  In  addition  to  the  trucking  to  local  elevators,  move 
ment  of  grain  by  trucks  is  increasing.  The  river  business  is  based  on  assemblin; 
by  truck.  The  area  from  which  this  grain  is  trucked  ..varies,  but  the  bulk  of  i 
comes  from  within  a  radius  of  40  miles.  The  distance  depends,  however,  on  th 
combined  cost  as  noted  above.  In  areas  where  rather  high  freight  rates  prevai 
grain  is  hauled  to  the  river  from  longer  distances.  The  three  markets  to  whici 
the  largest  quantities  of  Illinois  grain  are  trucked  are  Chicago,  St.  Louis,  an 
I  Voria  I  'ekin. 

The  increase  in  trucking  of  grain  is  based  on  the  simple  fact  that  railroa 
freighl  rates  on  grain  are  high  for  short  hauls.  When  these  rates  are  above  th 
costs  by  truck,  the  latter  has  an  advantage  in  hauling  any  grain  not  subject  t 
discount  because  it  lacks  favorable  "railroad"  billing.  If  grain  is  moved  out  o 
a  market  by  water  or  is  manufactured  into  products  for  local  consumption,  it  i 
not  subject  to  these  discounts.  Thus,  if  the  railroad  rate  is  12  cents  per  10 
pounds  for  a  distance  of  SO  miles,  the  cost  is  $2.40  per  ton,  or  3  cents  per  ton  milt 
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1939 

5 

005 

000 

410 

000 

336 

000 

122 

000 

8 

000 

4  000 

5 

885 

000 

If  a  truck  will  haul  for  2  cents  per  ton  mile,  the  rate  for  80  miles  would  be 
8  cents  per  100  pounds.  The  difference  between  12  cents  and  8  cents  per  100 
pounds  is  21/;  cents  a  bushel  of  corn. 

Chicago.    According  to  figures  furnished  by  the  Chicago  Board  of  Trade, 

the  following  quantities  of  trucked  grain  were  received  in  1938  and  1939  at 
Chicago. 

Grain  1938 

Corn 2  627  000 

Wheat 481  000 

Soybeans 181  000 

Oats 65  000 

Rye 19  000 

Barley 1  000 

Total 3  374  000 

Thus  between  1938  and  1939  the  receipts  nearly  doubled  after  a  sevenfold 
increase  between  1937  and  1938.  The  increase  was  largely  in  corn  although,  on  a 
ipercentage  basis,  the  truckings  of  soybeans  and  oats  also  increased  sharply.  Truck 
receipts  are  largely  handled  by  two  established  elevator  operators. 

St.  Louis.  The  Merchants'  Exchange  of  St.  Louis  reported  the  following 
quantities  of  grain  received  bv  "wagon  and  truck"  at  St.  Louis  and  East  St.  Louis 
in  1939: 

Grain  Number  oj  busheh 

Corn 2  800  000 

Wheat 2  260  000 

Oats 25  000 

Rye 1  000 

Soybeans Not  reported 


Total 5  087  000 


This  amount  is  slightly  over  10  percent  of  the  total  reported  receipts  of  grain. 
According  to  Mr.  A.  T.  Sindel,  Traffic  Commissioner  of  the  Exchange,  truck 
receipts  are  somewhat  understated  because  some  of  the  smaller  buyers  fail  to 
report.  Four  grain  firms  are  equipped  to  handle  truck  grain  at  St.  Louis  in 
addition  to  various  small  feed  stores  and  mills. 

The  above  receipts  of  5,087,000  bushels  compares  with  the  reported  total  of 
I  581,000  in  1938  and  576,000  in  1937.  Although  both  these  figures  probably  under- 
state the  total,  the  1939  receipts  show  a  sharp  increase,  and  this  increase  continued 
n  the  early  months  of  1940. 

Peoria-Pekin.  Data  are  not  available  concerning  the  quantities  of  grain 
eceived  by  truck  at  Peoria-Pekin  although  the  total  is  substantial.  Part  of  their 
ruck  receipts  is  strictly  local  business;  part  of  it  comes  from  longer  distances. 
Pour  grain  firms,  three  with  water  outlets,  are  active  in  the  trade  in  addition  to 
Certain  local  feed  dealers. 

Local  milling  centers.  Some  grain  and  soybeans  are  trucked  to  various 
"  nilling  centers  in  the  state,  but  the  quantity  is  not  large  because  mills  at  interior 
;  >oints  must  have  inbound  railroad  tonnage  in  order  to  get  favorable  outbound 
rates.    Xo  up-to-date  data  are  available. 

Trucking  to  feeding  areas.  This  trade  is  always  going  on,  to  a  greater  or 
ess  degree,  from  surplus  to  deficit  areas.  In  1939  it  is  believed  that  trucking 
rom  surplus  areas  in  Illinois  was  largely  directed  south  into  southern  Illinois, 
ndiana,  and  Kentucky  and  north  into  Wisconsin.  Trucks  have  an  advantage  in 
his  trade  because  local  freight  rates  are  avoided  by  direct  hauling,  especially 
;ince  these  rates  are  usually  relatively  high  for  the  distances  involved. 

Basic  reasons  for  increase  in  trucking.    The  two  basic  reasons  for  the  in- 
crease in  truck  receipts  are:    (1)  availability  of  a  water  or  truck  outlet  permitting 
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the  advantageous  sale  of  grain  which  does  not  carry  good  railroad  billing  and 
(2)  the  lower  charges  for  transport  by  truck  than  by  rail  for  short  and  medium 
distances.    The   development   of   firms   and    facilities   to   take  advantage   of   the   J 
commercial    opportunities    is    purely    incidental    to    these    basic    cost    and    profit   I 
possibilities.    Some  long  distance  trucking  of  grain  represents  a  back  haul  load.  | 

Problems  created  by  increase  in  trucking.  Any  change  in  established  trade  J 
channels  creates  new  problems.  Old  firms  may  lose  business  while  new  ones  1 
emerge  and  expand.  This  increases  the  number  of  low-volume  firms  because  I 
those  with  declining  business  only  gradually  retire.  The  increase  in  the  use  of  I 
trucks  in  grain  marketing  will  have  this  effect.  If  it  provides  a  cheaper  method  of  I 
marketing  either  alone  or  in  conjunction  with  river  barges,  then  its  use  will  in- 
crease. The  orderly  way  of  adjustment  to  a  change  is  for  the  older  firms  to  I 
adopt  the  newer  methods  so  far  as  practicable.  Many  adaptations  have  been  made  ' 
by  existing  companies  to  the  new  transportation  methods.  Of  these  the  most  I 
significant  is  the  organization  of  a  company  to  operate  an  elevator  on  the  river  J 
at  Morris,  Illinois  by  21  country  firms  in  that  area.  The  local  companies  use  the 
river  outlet  for  a  considerable  part  of  their  purchases  of  grain. 

Another  problem   created   by   trucking   is   the   possibilities    for   losses    which 
farmers  must  bear  when  their  grain  moves  long  distances.    Among  these  possi-  I 
bilities  are: 

1.  Loss  in  weight  because  longer  hauls  are  made  in  high-speed  and  unsealed  Ji 
trucks. 

2.  Other  losses  in  transit  where  the  hauler  is  not  trustworthy.  Although  many 
truck  operators  are  responsible,  there  are  some  people  in  the  business  who  are 
not  very  reliable. 

3.  Greater  risk  of  payment  when  goods  are  sold  to  persons  outside  the  local 
community.  Cases  are  on  record  where  farmers  have  lost  substantial  sums  in 
this  manner.  The  farmer  should  know  more  about  the  solvency  of  his  local  grain 
buyer  than  of  one  at  a  more  remote  point;  consequently,  he  takes  greater  risks 
when  he  sells  to  the  latter. 

4.  In  some  cases  more  question  can  be  raised  about  weights  and  grades  tham 
in  cases  where  grain  is  delivered  locally. 

Some  of  these  difficulties  could  be  removed  if  the  farmer  sold  to  his  localif1 
elevator,  and  allowed  the  elevator  man  to  determine  the  method  of  transportation 
and  to  assume  responsibility  for  it.   Local  weighing  on  a  reliable  scale  is  desirable. 
I  letter  truck  equipment  with  sealed  truck  bodies  should  eliminate  loss  in  transit. 

In  determining  whether  or  not  to  sell  grain  to  a  distant  point,  a  farmer  should 
weigh  these  hazards  along  with  the  comparative  price,  for  they  may  affect  his 
net  returns.  L.  T.  Norton 
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RELATIVE  AMOUNTS  OF  GRAIN  AND  ROUGHAGE  USED  BY 
DIFFERENT  CLASSES  OF  LIVESTOCK 


Intrust  is  growing  rapidly  in  the  profitable  use  of  the  increasing  amounts  I 
roughage  available  on  Illinois  farms.  As  farm  people  adopt  the  best-known  soi 
conservation  practices,  they  necessarily  increase  very  greatly  the  acreages  ot 
land  left  down  in  clovers,  alfalfa,  and  grasses.  Under  present  conditions,  the  mos 
common  economical  use  of  these  roughages  is  as  feed  for  livestock. 

The  fact  that  different  kinds  of  livestock  vary  in  their  ability  to  use  roughagl 
is  well-known.  The  differences  in  the  values  and  acreages  of  roughages  used  b; 
different  classes  of  livestock  are  shown  in  studies  of  records  kept  by  about  60( 
COOperators  in  the  harm  IWireau  Farm  .Management  Service  during  1938  aii< 
1939.    (Table  1). 
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72  I.  55  BREEDING  FLOCKS  OF  SHEEP 


ACRES  OF  HAY  8.  PASTURE  TO 
ONE  ACRE  OF  CORN  &  SILAGE 


13.6 


27  8.  41        BREEDING    HERDS     OF    BEEF     COWS  (CALVES      INCLUDED) 

W.:  ".-.•••■.••'••■•••;.'•  j.-:|  4.6 

171   8.  166     HERDS    OF    DAIRY     CATTLE 

HdZZZZZZZTlD  3-8 

42  141       DROVES    OF    FEEDER     LAMBS 

65  &  96      DROVES    OF    FEEDER     CATTLE 

.6 

HERDS     OF     HOGS 

.2 


|H    C0RN    *■  SILACE  I:  ;  y    HAY    &    PASTURE 

Fig.  1. — Acres  of  Hay  and  Pasture  Used  With  One  Acre  of  Corn  and  Silage 
by  Different  Classes  of  Livestock 
The  averages  are  for  two  years;   the  first  number  is  the  number  of  records  in  1938 
ind  the  second,  the  number  in  1939. 

The  cooperators  in  the  Farm  Bureau  Farm  Management  Service  keep  records 
)f  the  amounts  of  grain,  silage,  hay,  and  pasture  fed  to  each  class  of  livestock. 
The  average  percentage  value  of  each  class  of  feed  fed  to  each  kind  of  livestock 
shown  in  Table  1. 
In  a  2-year  average  of  all  farms  reporting,  breeding  flocks  of  sheep  used  75.2 
percent  of  the  value  of  their  feed  in  the  form  of  hay  and  pasture.  This  percentage 
hows  that  approximately  13.6  acres  of  hay  and  pasture  were  used  per  acre  of 
orn  and  silage  in  furnishing  feed  for  these  native  flocks  of  sheep.  Feed  fed  to 
he  lambs  until  they  were  sold  was  included.  Several  well-handled  flocks  obtained 
rom  80-90  percent  of  their  feed  from  hay  and  pasture. 

Breeding  herds  of  beef  cows  come  next  to  the  breeding  flocks  of  sheep  in  their 
bility  to  utilize  large  acreages  of  roughages.  Including  the  feeds  fed  to  the 
alves  until  they  were  marketed,  the  breeding  herds  of  beef  cows  obtained  21.4 
ercent  of  their  feed  from  hay  and  29.2  percent  from  pasture.  In  all  of  these 
alculations,  average  yields  were  assumed  to  be  50  bushels  an  acre  of  corn,  10 
bns  an  acre  of  silage,  2  tons  an  acre  of  hay.  and  90  animal-unit  days  per  acre 
pasture.  According  to  this  method  of  calculation,  about  4.6  acres  of  hay  and 
asture  to  1  acre  of  corn  and  silage  were  required  to  maintain  the  breeding  herd 
tid  to  feed  the  calves  for  market. 

Herds  of  dairy  cattle  were  found  to  utilize  somewhat  less  hay  and  pasture  in 
roportion  to  the  amount  of  grain  and  silage  than  did  the  beef  cow  herds.  More 
ay  and  less  pasture  was  used  by  the  dairy  herds.  Dairy  herds  used  26.3  percent 
f  their  feed  in  the  form  of  hay  and  19.8  percent  in  the  form  of  pasture  ;  whereas, 
eef  cow  herds  utilized  21.4  percent  as  hay  and  29.2  percent  as  pasture. 

Droves  of  feeder  lambs  as  handled  on  these  north-central  Illinois  farms 
tilized  hay  and  pasture  amounting  to  31.0  percent  of  the  total  value  of  their  feed, 
.bout  18.2  percent  of  their  feed  was  hay  and  about  12.8  percent  pasture.  Obser- 
itions  on  the  farms  where  lambs  were  fed  show  that  much  of  their  pasture  was 
'om  young  clover  and  grass  in  stubble  fields,  from  the  aftermath  in  fields  where 
111 '  ly  was  cut,  and  from  fence  rows  and  grass  waterways  in  grain  fields.  Some  good 
1  restock  farmers  continue  to  feed  lambs  only  because  the  lambs  enable  them  to 
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Table  1. — Relative  Values  and  Acreages  of  Grain  and  Roughage  Used  by 
Different  Classes  of  Livestock 


Item 

Breeding 

flocks 
of  sheep 

Breeding 
rda  of 
beef  cows" 

Herds  of 
dairy 
cattle 

Droves  of 
feeder 
lambs 

Droves  of 
feeder 
cattle 

Herds  of 
hogs 

Xumher  of  farm  records 

1938 

72 
55 

21.2 
23.0 
22.1 

1.1 
1.3 
1  .2 

25.4 
23.8 
24.6 

50.3 
50.8 
50.6 

13.1 
14.2 
13.6 

27 
41 

34.9 

38.8 
36.8 

8.7 
6.6 
7.6 

22  .3 

2o!<> 

21.4 

28.7 
29.7 
29.2 

4.4 
4.9 
4.6 

171 
166 

28.3 
31.6 
30.0 

16.7 
15.7 
16.2 

27.7 
24.9 
26.3 

20.5 
19.0 
19.8 

3.8 
3.8 
3.8 

42 
41 

62.0 
63.4 
62.7 

1.8 

.2 

1.0 

17.4 
19.0 
18.2 

14.4 
11.2 
12.8 

1.5 
1.6 
1.5 

65 
96 

62.3 
62.1 
62.2 

9.2 
9.8 
9.5 

10.3 
9.1 
9.7 

4.8 
5.4 
5.1 

.6 

.7 
.6 

1939 

474 

Percentage  value  of  feed11 
drain 

1938 

1939   

76.1 

Sileage 

1938     

1939             

.0 

Average 

Hay 

1938 

1939 

.2 

Pasture 

1938 

1939 

2.3 

Acres  of  hay  and  pasture  used 

per  acre  of  corn  and  silagec 

1938 

1939 

Average 

.2 
.2 

"The  feed  fed  to  breeding  herds  of  cows  included  all  of  the  feed  fed  to  the  calves  until  they  were  sold. 

bThe  percentage  value  of  feed  in  protein  supplements,  salt,  and  minerals  was  not  included  in  this  analysis. 

cThe  relative  acreages  of  hay  and  pasture  and  corn  and  silage  were  calculated  from  the  percentage  value  ol 
different  feeds  as  given  in  this  table  by  using  the  following  prices  for  feed  and  yields  of  crops:  1938  prices — corn 
$.45  per  bushel;  silage,  $4.75  per  ton;  hay,  $9.25  per  ton;  pasture,  $.05  per  animal-unit  day  of  pasture — 1939  prices 
— corn,  $.52  per  bushel;  silage,  $4.50  per  ton;  hay,  $7.25  per  ton;  pasture,  $.05  per  animal-unit  day  of  pasture- 
yield  of  crops — corn,  50  bushels  an  acre;  silage,  10  tons  an  acre;  hay,  2  tons  an  acre;  pasture,  90  animal-unit  days 
per  acre. 

"cash  in"  on  this  roughage  from  which  they  would  otherwise  receive  little  or  no 
cash  value. 

1  >n>ves  of  feeder  cattle  fed  on  these  farms  used  feed  from  more  than  one-hali 
as  many  acres  of  hay  and  pasture  as  of  corn  and  silage.  About  10  percent  of  the 
value  of  their  feed  was  hay,  and  about  5  percent  was  pasture.  When  the  value  oi 
all  grain  was  converted  into  acres  by  using  the  prices  and  yields  indicated  in 
footnote  "c"  in  Table  1,  the  results  showed  that  the  feeder  cattle  used  feed  froir 
an  average  of  .6  acre  of  hay  and  pasture  to  each  acre  of  corn  and  silage.  Ol 
course,  the  relative  amounts  of  roughages  and  grains  fed  to  cattle  vary  greath 
with  the  class  of  cattle  and  the  method  of  feeding.  Ten  lots  of  feeders  purchasec 
as  calves  and  fed  largely  on  grain  during  the  1938-1939  feeding  season  utilizec 
roughage  from  only  .16  acre  of  hay  and  pasture  to  1  acre  of  grain  and  silage.  Or 
the  other  hand,  thirteen  lots  of  feeders  purchased  as  yearlings  and  fed  heavy 
rations  of  pasture  and  hay  during  the  same  year  used  feed  from  1.76  acres  0) 
hay  and  pasture  to  1  acre  of  grain  and  silage.  During  this  particular  season  tin 
profits  were  in  favor  of  the  roughage-fed  cattle. 

Although  the  amount  of  roughage  utilized  by  herds  of  hogs  is  small,  it  uku 
well  be  noted  here  that  many  of  the  most  successful  hog  growers  are  utilizing 
relatively  large  acreages  of  both  hay  and  pasture.  The  use  of  legume  pasture  fo> 
-row  in-  pigs  is  justified  from  the  feed  viewpoint  as  well  as  from  the  sanitatioi 
viewpoint.  Many  large  hog  producers  are  using  increasing  amounts  of  alfalfi 
hay,  which  is  usually  ground,  for  fall  pigs  and  as  winter  feed  for  brood  sows. 

Livestock  production  is  not  the  only  way  of  utilizing  roughages  produced  as  ; 
byproducl  of  soil  conservation  and  crop-acreage  adjustments.  The  production  o 
legume  and  grass  seeds  may  profitably  take  precedence  over  meat  and  milk  pro 
duction    in   certain   areas  and   to  a   limited   extent   in   all   areas.     In   some   areas 
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especially  those  of  low  land  values,  and  to  a  certain  extent  in  all  areas,  especially 
while  land  is  being  built  up,  many  farmers  can  well  afford  to  grow  legumes  and 
grasses  for  soil  conservation  purposes  only.  One  who  has  not  handled  livestock 
of  any  one  kind  may  well  proceed  cautiously.  Twenty-five  years  of  study  of 
farm  records  lead  us  to  know  that  a  change  from  grain  farming  to  livestock- 
farming  or  from  one  class  of  livestock  to  another  may  best  be  made  slowly. 
Otherwise,  a  change  is  more  likely  to  lower  earnings  than  to  increase  them. 
Records  show  that  the  least  profitable  farms  as  well  as  the  most  profitable  ones 
are  livestock  farms.  M.  L.  Mosher 

COST  OF  PRODUCING  MILK  IN  THE  CHICAGO  AND 
ST.  LOUIS  MILKSHEDS 

Studies  of  the  cost  of  producing  milk  were  made  in  the  Chicago  milk-pro- 
ducing area  during  1936  and  1937  and  in  the  St.  Louis  milk-producing  area 
during  1938  and  1939.  The  dairymen  who  cooperated  in  keeping  records  on  their 
dairies  were  a  selected  group  in  that  they  either  were  members  of  dairy  herd 
improvement  associations  or  were  sufficiently  interested  in  the  performance  of 
their  herds  to  keep  records  on  feed,  labor,  and  other  items  of  cost.  Other  studies 
have  shown  that  herds  owned  by  such  men  have  cows  with  milk  production  which 
is  above  average  and  milk  costs  which  are  below  average. 

The  dairy  farms  on  which  the  cost  records  were  kept  averaged  200-210 
acres  in  size  in  both  areas  for  each  of  the  four  years.  However,  in  the  Chicago, 
or  northern  Illinois,  area  there  were  134  crop  acres  per  farm,  and  in  the  St.  Louis, 
or  southwestern  Illinois,  area  there  were  121  crop  acres.  Furthermore,  the  acre 
yields  of  corn,  oats,  and  other  feed  crops  were  generally  15  to  20  percent  higher 
on  the  farms  in  the  northern  area  than  on  those  in  the  southwestern  area.  Influ- 
enced, no  doubt,  by  the  resulting  differences  in  the  total  feed  production  of  their 
farms,  dairymen  in  the  Chicago  area  kept  herds  averaging  20  milk  cows  as 
compared  with  herds  averaging  14  milk  cows  kept  in  the  St.  Louis  area. 

Costs  of  producing  milk.  In  1936  and  1937  the  net  cost  of  producing  100 
pounds  of  milk  in  the  Chicago  area  was  $1.57  and  $1.72,  respectively.  (Table  1). 
In  1938  and  1939  the  net  cost  of  producing  milk  in  the  St.  Louis  area  was  $1.66 
and  $1.60  respectively.  These  milk  costs  in  the  two  areas,  however,  cannot  be 
compared  since  they  are  for  different  years  and  are,  therefore,  under  different 
feed  price-levels.  The  costs  include  the  expense  of  maintaining  the  cow  in  the 
herd,  whether  in  milk  or  dry,  but  they  do  not  include  credits  from  or  expenses 
on  young  stock  before  the  first  calf. 

Within  the  same  area  the  cost  of  producing  milk  from  year  to  year  was  influ- 
enced most  by  the  level  of  feed  prices.  The  relative  costs  between  areas  the  same 
year,  however,  were  influenced  not  only  by  local  feed  prices  but  also  by  the  level  of 
milk  production  of  cows  in  each  area.  Although  milk  costs  were  not  collected 
in  both  of  these  areas  in  the  same  year,  the  general  price-level  of  feeds  which 
were  fed  to  cows  in  the  St.  Louis  area  in  1938  was  lower  than  the  price  level  of 
feeds  during  1936  in  the  Chicago  area ;  yet  the  net  cost  of  producing  St.  Louis 
milk  was  above  the  cost  of  producing  Chicago  milk  because  milk  production  per 
cow  on  farms  in  the  Chicago  area  was  630  pounds  higher  than  that  of  cows  in 
the  St.  Louis  area. 

Relation  of  milk  production  per  cow  to  costs  and  profits.  The  cost  of  pro- 
duction, per  100  pounds  of  milk,  tended  to  be  lower  and  profits  tended  to  be 
higher  as  the  average  production  of  cows  in  the  herd  increased.  (Table  2).  On 
[the  farms  in  this  study  during  every  year  except  1936,  the  first  7,500  pounds  of 
milk  from  the  average  cow  just  paid  for  keeping  a  cow.  In  1936  in  the  Chi- 
cago area,  however,  7,300  pounds  of  milk  at  the  wholesale  market  price  just  paid 

[363  1 


Table  1. — Costs  of  and  Returns  in  Producing  Milk 


Items 


Average  for  100  pounds  of  milk 


Chicago  area 


St.  Louis  area 


( lost  items 

I  I  ed  and  bedding 

Man  labor 

Milk  hauling 

Buildings,  power,  and  equipment 

Cow  depreciation,  interest,  and  mortality. 

Hull  cost    

All  other  costs    


Total  costs . 


Credits  other  than  milk8 

Net  cost  of  milk  sold  wholesale. 

Wholesale  price  of  milk 

Return  per  hour  of  man  labor.  .  .  . 
Milk  production  per  cow,  pounds. 
Farm  prices  per  ton 

Corn-and-cob  meal 

Hay 


.85 
.29 

.10 
.16 
.11 
.05 

In 


$1.72 

.15 

$   1.57 


$    1 


.77 
.34 
274 


$20.77 
11  .84 


.97 
.32 
.10 
.15 
.12 
.05 
.16 


$  1.87 

.15 

$   1  .72 

$   1.9.5 

.37 
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£28. 02 
15.18 


.78 
.42 
.19 
.14 
.06 
.05 
.18 


.71 
.41 
.20 
.13 
.07 
.04 
.17 


$   1.82 

.16 
$  1.66 

$  1.86 

.34 

7  644 

$13.28 
7.97 


$1.73 

.13 
$1.60 


%    1 


.71 
.29 
856 


$12.22 
7.78 


"Calves,  manure,  sale  of  sacks,  increase  in  value  of  cows. 


Table  2. — Relation  of  Milk  Production  per  Cow  to  Costs  and  Profits 


Pounds  in  milk  production  groups" 


Chicago  Area 
1936 

9,000-10,000. 
7,000-  8,000. 
Under  6,000. 
1937 

9,000-10,000. 
7,000-  8,000. 
Under  6,000. 

St.  Louis  Area 
1938 

9,000-10,000. 
7,000-  8,000. 
Under  6,000 
1939 

9,000-10,000. 
7,000-  8,000. 
Under  6,000 


Average 

pounds  of  milk 

per  cow 


Feed  cost 

per  100  pounds 

of  milk 


Total  cost 

per  100  pounds 

of  milk 


9  487 
7  607 
5  486 

9  369 

7  553 
5  440 


393 
532 
375 

450 
554 
597 


5   .79 

.93 

1.16 

.91 

.99 

1.17 


.66 

.73 
.93 

.62 
.70 
.83 


$1.40 
1.68 
2.06 

1.66 
1.80 
2.31 


1.50 
1.60 
1.94 

1.42 
1.56 
1.93 


Profit 

per  cow 


$20 
10 

-8 


47 

12 

-13 

30 

3 

-14 


"The  groups  producing  6,000-7,000  and  8,000-9,000  pounds  of  milk  have  been  intentionally  left  out  of  the  tabid 
to  save  space.     The  same  tendencies  were  apparent  in  these  classifications. 


for  the  cost  of  keeping  a  cow.  Several  herds  with  milk  of  high  butterfat  content 
and  with  average  milk  yields  below  7,000  pounds  showed  a  profit  because  the 
average  sale  price  of  their  milk  was  materially  raised  by  the  butterfat  premium. 

Feed  and  labor:  largest  items  of  cost.  With  ground  corn-and-cob  meal  at 
$2\  a  ton  in  1936  and  with  other  dairy  feeds  at  the  same  relative  level,  the  feed 
cost  was  54.3  percent  of  the  farmer's  cost  of  milk  in  the  Chicago  area.  Man 
labor  used  in  milking,  feeding,  cleaning,  and  doing  other  work  about  the  barn  and 
milk  house  was  IS. 5  percent  of  the  milk  cost.  In  1937  the  average  price  of  ground 
corn  in  the  area  was  $28  a  ton.  That  year  feed  was  56.1  percent  of  all  milk  costs, 
and  iii.in  labor  was  18.4  percent.  For  the  two  years  feed  and  labor  combined 
amounted  to  72..X  percent  and  74.5  percent  respectivelv  of  the  cost  of  producing 
milk.    (  Table  3). 

With  ground  corn  and-cob  meal  at  $15  a  ton  and  other  feeds  at  the  same  rela- 
tive level  in  the  St.   bonis  milk-producing  area  in  1938.  feed  made  up  47.2  per 
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Table  3. — Amounts  of  Feed  and  Man  Labor  Used  in  Producing  Milk 


Average  per 

100  pounds  of  milk 

Items 

Chicago  area 

St.  Louis  area 

1936 

1937 

1938 

1939 

Pounds  of  feed 

Grain 

23 

6 

36 

79 

2 

1.4 

72.8 

22 

4 

33 

92 

2 

1.4 

74.5 

22 
10 
40 
53 

2 

1.8 

72.4 

23 
8 

Roughage 

47 
50 

2 

1.8 

70.0 

cent  of  the  cost  of  producing  milk.  In  1939  the  average  price  of  ground  corn-and- 
cob  meal  was  $12,  and  feed  was  40.9  percent  of  all  milk  costs.  Dairymen  in  south- 
western Illinois  spent  about  20  more  man  hours  in  and  around  the  barns  per  year 
for  each  milk  cow  than  did  those  in  northern  Illinois.  Man-labor  cost  in  the 
southwestern  area,  therefore,  was  25.3  percent  of  milk  cost  in  1938  and  25.7  per- 
cent in  1939. 

Wide  variations  in  cost  from  farm  to  farm.  The  cost  figures  given  in  the 
accompanying  tables  are  the  average  for  a  relatively  large  number  of  dairymen. 
It  is  very  seldom,  however,  that  two  dairymen  have  the  same  costs.  For  example, 
a  typical  variation  in  costs  between  dairymen  occurred  in  the  St.  Louis  area  in 
1939  when  the  extreme  variations  from  farm  to  farm  in  the  important  items  of 
cost  per  cow  were  as  follows:  feed,  from  $33.87  to  $92.63;  man  labor,  from 
$12.65  to  $55.73;  hauling  of  milk  and  cream,  from  $1.96  to  $32.23;  and  annual 
gain  or  loss  in  the  average  value  per  cow,  from  a  gain  of  $15.00  to  a  loss  of 
$22.62.  These  variations  in  individual  items  of  cost  show  that  there  is  consider- 
able opportunity  to  lower  the  cost  of  producing  milk  on  these  farms  by  improving 
the  herd  management.  r    h.  Wilcox 


TAX  FORECLOSURE  TO  ELIMINATE  TAX  DELINQUENCY 

Since  1932,  Illinois  farmers  have  been  interested  in  local  tax  delinquency. 
Many  of  them  have  paid  high  taxes  and  have  looked  on  with  mixed  feelings  of 
sympathy  and  resentment,  while  their  neighbors,  both  in  town  and  on  the  farm 
allowed  their  taxes  to  go  delinquent.  Farmers  have  come  to  realize  that  increased 
delinquency  means  higher  taxes  for  those  who  pay.  With  this  realization  has 
come  a  widespread  demand  for  some  method  that  will  force  all  property  to  pay 
its  share  of  governmental  costs  and  that  will,  incidentally,  collect  back  taxes. 

The  ordinary  tax  sale  at  which  the  tax  lien  is  offered  has  not  proven  satis- 
factory during  the  past  few  years.  Tax  lien  purchasers  are  usually  more  interested 
in  the  high  interest  rates  obtained  when  owners  pay  the  tax  lien  than  in  obtaining 
title  to  the  property.  In  the  depression  years,  people  were  unable  to  pay  tax  liens 
and  tax  buyers  either  withdrew  from  the  business  or  found  themselves  burdened 
with  unsalable  liens.  Those  persons  purchasing  tax  liens  in  order  to  obtain  a  tax 
title  or  deed  often  found — due  to  the  many  legal  loopholes — that  these  deeds  were 
little  more  than  clouds  on  the  title,  and  that  too  frequently  the  former  owner 
could  successfully  contest  their  validity.  As  a  result,  a  large  volume  of  property 
was  "forfeited  to  the  State."  The  term  "forfeited  to  the  State"  merely  indicates 
that  taxes  were  not  paid  by  the  date  of  the  tax  sale.  The  State  receives  no  record 
'of  forfeited  properties  and  it  maintains  no  facilities  for  the  collection  of  these  or 
the  administration  of  the  properties. 
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Although  a  "forfeited"  property  may  be  occupied  and  served  by  all  the  various 
public  facilities  and  services,  it  contributes  nothing  toward  public  revenue.  Unpaid 
taxes  and  penalties  accumulate  rapidly,  often  resulting  in  a  situation  in  which 
the  taxes  arc  almost  certain  not  to  be  paid.  An  illustration  is  a  case  in  Mason 
County  where  current  taxes  amounted  to  only  $7,  while  back  taxes  and  costs 
amounted  to  over  $700,  the  total  outstanding  taxes  far  exceeding  the  value  of  the 
property.  This  situation  exists  in  many  parts  of  the  State  and  practically  no  at- 
tempts have  been  made  to  relieve  it.  As  a  result,  many  counties  have  serious  tax-] 
delinquency  problems.  In  order  to  obtain  sufficient  revenue,  tax  rates  are  raised 
and  the  burden  on  those  persons  paying  their  taxes  is  increased.  Because  of  this, 
many  people  have  been  looking  for  some  method  of  alleviating  this  situation. 

A  little-used  but  highly  effective  method  provided  by  the  Illinois  Statutes  for 
collection  of  delinquent  taxes  is  the  "action  to  foreclose  the  tax  lien,"  the  use  of 
which  is  discretionary.  Taxes  on  a  property  must,  however,  be  delinquent  and 
forfeited  to  the  State  for  two  years  before  such  action  can  be  taken.  The  pro- 
cedure used  is  similar  to  that  for  foreclosure  of  liens  in  equity  and  protects  the 
property  owner  who  is  temporarily  unable  to  pay  but  intends  to  pay  his  taxes. 

To  institute  action  for  foreclosure  of  the  tax  lien,  one  or  more  of  the  taxing 
bodies  must  request  that  such  action  be  taken.  It  is  then  the  duty  of  the  State's 
Attorney,  or  of  some  duly  hired  or  appointed  agent  of  the  taxing  body,  to  institute 
an  action  of  foreclosure  in  the  Circuit  Court.  The  action  will  be  for  the  sum  of 
all  taxes  and  special  assessments  plus  costs  and  penalties  accumulated  against  the  i 
delinquent  property. 

The  tax- foreclosure  proceeding  is  similar  to  that  for  foreclosure  of  ai 
mortgage.  A  summons  is  issued  to  the  owner  and  all  interested  parties.  If  any 
owners  cannot  be  located,  notice  of  suit  must  be  published  in  a  paper  of  general  I 
circulation  in  the  county.  After  due  notice  has  been  given,  the  Circuit  Court 
enters  a  judgment  against  the  land  for  the  amount  of  the  delinquencies  and 
orders  the  sale  of  property  at  public  auction.  The  sale  must  be  advertised,  such 
advertisements  containing  the  names  of  plaintiffs  and  defendants  and  the  legal 
description  of  the  property.  A  public  sale  can  then  be  held  as  advertised,  and  the 
property  sold  to  the  highest  bidder.  The  purchaser  pays  the  County  Treasurer' 
the  amount  of  his  bid,  and  a  receipt  is  given  him  by  the  Treasurer.  The  sale 
must,  however,  be  made  by  the  County  Collector,  as  the  Illinois  Constitution 
provides  that  only  the  tax  collector  may  sell  property  for  taxes. 

The  sale  must  next  be  approved  by  the  Circuit  Court.  If  approved,  a  certificate 
of  sale  giving  a  description  of  the  property  and  the  amount  paid  is  issued  to  the- 
purchaser.  The  officer  making  the  sale  must  file  a  duplicate  of  the  certificate  im 
the  County  Recorder's  office  within  ten  days  after  the  sale. 

After  the  sale,  the  interested  persons  or  owners  have  two  years  in  which  to 
redeem.  It  is  important  to  note  that  the  redemption  is  for  the  amount  bid  at  the' 
sale  plus  6  percent  interest  rather  than  the  total  taxes,  penalties,  and  costs  due* 
"ii  the  property.  The  bid  price  may  be  more  or  less  than  the  amount  of  the 
judgment  for  taxes  and  costs  against  the  property.  In  a  case  where  property  is 
sold  for  more  than  the  amount  of  the  judgment  and  costs,  the  balance  at  the  end' 
of  the  redemption  period  is  paid  to  the  former  owner  or  interested  parties.  If  the 
amount  of  the  sale  is  less,  the  amount  collected  is  distributed  to  the  taxing  bodies 
in  proportion  to  their  claims. 

After  expiration  of  the  redemption  period  of  2  years  and  up  until  5  year? 
from  the  date  of  sale,  the  purchaser  may  secure  a  deed  executed  by  the  sheriff 
or  master,  carrying  the  right,  title,  and  interest  of  the  previous  owner.  This  deed 
is  granted  free  from  all  encumbrances,  mortgages  or  other  liens  being  cancelled 
by  such  a  sale.  1  [olders  of  such  liens  can  protect  their  interests  only  by  paying  th« 
tax  lien  or  purchasing  the  property  at  the  sale. 

This   procedure   was   used   in   Cumberland   County,    Illinois   with   outstanding 
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success.  Owners  paid  taxes  on  nearly  three- fourths  of  the  properties  when 
notified  that  tax-foreclosure  action  would  be  started.  On  the  103  parcels  on 
which  action  for  foreclosure  was  started,  50  were  redeemed  by  owners  and  of  the 
remainder,  over  two-thirds  were  placed  in  hands  of  new  purchasers.  The  County 
collected  over  three- fourths  of  the  total  delinquent  taxes  and  costs  and  obtained 
clear  title  to  the  remaining  tracts  not  purchased  by  individuals.  These  consisted 
entirely  of  town  lots  which  the  county  itself  purchased  at  the  tax- foreclosure  sale 
and  is  now  selling  through  local  real  estate  firms.1 

The  most  important  result  of  this  experiment  in  tax  foreclosure  was  in  placing 
90  percent  of  the  delinquent  tracts  in  the  hands  of  owners  who  were  more  likely 
to  pay  future  tax  assessments.  On  many  of  these  properties  no  taxes  had  been 
paid  for  8  or  9  years  and  these  would  not  likely  have  been  redeemed,  since  many 
were  not  worth  the  amount  of  taxes  and  penalties  due.  The  use  of  the  tax-fore- 
closure procedure  aided  in  collection  of  future  tax  assessments  by  showing  people 
that  there  was  a  tax-collection  procedure  whereby  they  would  lose  their  property 
if  they  did  not  pay  their  taxes.  Officials  state  that  since  this  procedure  was 
started,  tax  delinquency  has  practically  ceased  to  exist  in  the  county,  amounting 
to  less  than  2  percent  in  1938.  This  result  in  itself  is  of  major  importance  as  it 
means  local  taxing  bodies  will  receive  funds  as  needed,  thereby  making  it  possible 
to  pay  bills  promptly  without  borrowing.  Moral  effects  of  the  procedure  were 
also  valuable  and  will  probably  make  its  use  unnecessary  for  at  least  a  consider- 
able period  of  time. 

Study  of  the  tax  foreclosure  procedure  and  the  effects  where  it  has  been  used 
would  indicate  the  advisability  of  more  widespread  use.  Both  counties  and  cities 
or  villages  may  find  it  profitable  to  use  this  means  of  clearing  up  tax  delinquencv 
which,  at  the  same  time,  increases  incomes  by  collection  of  back  taxes  and 
increases  tax  assessments  collectible  by  reincluding  in  the  active  tax  base  prop- 
erties formerly  hopelessly  insolvent.  This  in  turn  should  reduce  the  tax  rates 
which  those  properties  now  paying  taxes  must  bear,  as  all  property  will  bear  more 
nearly  its  share  of  the  total  tax  load.  G.  H.  Walter 


lA  minimum  sale  price  based  on  actual  sale  value  was  placed  on  each  property  by  the  county  finance 
committee.  If  no  bids  were  received  or  bids  were  below  the  minimum  set  by  the  committee,  the  property 
was  bid  in  by  the  county  as  trustee.  No  funds  were  advanced  by  the  county.  When  the  property  is  sold, 
funds  are  pro-rated  on  the  basis  of  each  taxing  body's  claim. 


Footnotes   for  the   following  page: 

i-12-pjjg  ftrst  source  is  for  annual  data;  the  second  is  for  current  data  from  which  tables  may  be  brought 
to  date. 

'Survey  of  Current  Business,  1936  supplement,  U.S.  Dept.  of  Commerce;  subsequent  monthly  issues. 
'Same  as  footnote  1.  3Illinois  Crop  and  Livestock  Statistics,  Circular  438  (1937);  monthly  mimeographs  of 
Statistical  Tables  for  Illinois  Crop  Report,  converted  from  1910-14  =  100  to  1924-29  =  100  by  multiplying 
by  .7151.  Agricultural  Situation,  Bureau  of  Agricultural  Economics,  U.S.D.A.;  Agricultural  Situation, 
converted  from  1910-14  =  100  to  1924-29  =  100  by  multiplying  by  .6486.  Calculated  from  data  furnished 
Bureau  of  Agricultural  Economics;  Survey  of  Current  Business,  seasonally  adjusted.  ^Calculated  by 
epartment  of  Agricultural  Economics,  University  of  Illinois,  seasonally  adjusted.  Data  from  Farm  Income, 
■Bureau  of  Agricultural  Economics;  B.A.E.  monthly  mimeograph.  Receipts  from  Sale  of  Principal  Farm 
Products  (government  payments  not  included).  'Obtained  by  dividing  Index  of  Illionis  Farm  Income 
(column  6)  by  Index  of  Prices  Paid  by  Farmers  (column  4).  'Monthly  Indexes  of  Non-Agricultural  and 
;National  Income,  Supplement,  August,  1937,  B.A.E. ;  Price  and  Demand  Situation,  or  Agricultural  Situa- 
tion. 9Survey  of  Current  Business,  1938  Revision;  subsequent  monthly  issues,  unadjusted  for  seasonal 
variation.  "Federal  Reserve  Bulletin  of  Federal  Reserve  Board,  September,  1933  and  subsequent  issues; 
Survey  of  Current  Business,  seasonally  adjusted.  "Preliminary  estimate.  12Illinois  Crop  and  Livestock 
Statistics,  Cir.  438;  Monthly  price  releases,   State  Agricultural   Statistician. 
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Table  A. — Indexes  of  United  States  Agricultural  and  Business  Conditions 


Commodity  prices 

Income  from  farm  marketings 

Non- 
agricul- 
tural 
income8 

Factory 
payrolls' 

Wholesale  prices 

Illinois 
farm 
prices' 

Prices 
paid  by 
farmers4 

U.S. 

In 

money5 

Illinois 

Indus- 
trial 

produc- 
tion1" 

month 

All  com- 
modities' 

Farm 
products* 

In 
money6 

In  pur- 
chasing 
power7 

Base  period 

1929 

1926 
95 
86 
73 
65 
66 
75 
80 
81 
86 
79 
77 

76 
76 

75 
75 
79 
79 
79 
79 
79 
79 
78 
79 
78" 

1926 
105 

88 

65 

48 

51 

65 

79 

81 

86 

69 

65 

64 
62 
63 
61 
69 
67 
67 
68 
69 
68 
68 
69 
69" 

1924-29 
104 
89 
62 
41 
45 
61 
82 
86 
96 
69 
65 

65 
62 
61 
58 
71 
67 
67 
66 
68 
67 
66 
67 
69 

1924-29 
99 
94 
80 
69 
71 
80 
81 
80 
84 
80 
78 

78 
78 
78 
77 
79 
79 
79 
79 
79 
79 
79 
80 
80 

1924-29 
103 

83 
58 
43 
49 
57 
64 
74 
80 
72 
72 

70 
64 
63 
66 
74 
76 
76 
79 
79 
83 
76 
82" 

1924-29 
103 
87 
58 
43 
51 
55 
65 
82 
86 
81 

82 
72 
67 
60 
73 
80 
86 

1924-29 
104 

93 

72 

62 

72 

69 

80 
102 
102 
101 

105 

92 

86 

78 

92 
101 
109 

1924-29 
107 
100 

87 

68 

63 

72 

77 

90 

95 

88 

93 

91 
92 
92 
93 

93 
95 
96 
97 
96 
95 
95 
94 

1923-25 
110 

89 

68 

47 

50 

64 

74 

86 
102 

78 

91 

85 

87 

84 

90 

94 
102 
102 
104 

98 

98 

98 

96 

1923-25 
119 

1930 

96 

1931 

81 

1932 

64 

1933 

76 

1934 

79 

1935 

90 

1936 

105 

1937 

110 

1938 

86 

1939    

105 

92 

98 
101 
103 
111 
121 
124 
128 
119 
109 
104 
102" 
105" 

1939  May 

July 

August 

Sept 

Oct 

Dec 

1940  Jan 

Feb 

Mar 

May 

Table  B. — Prices  of  Illinois  Farm  Products" 


Product 


Corn,  bu 

Oats,  bu 

Wheat,  bu 

Barley,  bu 

Soybeans,  bu..  . 

Hogs,  cwt 

Beef  cattle,  cwt. 
Lambs,  cwt. .  .  . 
Milk  cows,  head 
Veal  calves,  cwt. 

Sheep,  cwt 

Butterfat,  lb. .  .  , 

Milk,  cwt 

Eggs,  doz 

Chickens,  lb.. . . 

Wool,  lb 

Apples,  bu 

Hay,  ton 

Potatoes,  bu.. . . 


Calendar  year  average 


$   .81 

.42 

1.30 

.66 

1.94 

9.97 

8.57 

12.22 

78.00 

11.27 

6.52 

.42 

2.32 

.30 

.21 

.36 

1.59 

13.38 

1.39 


1938 


$   .45 

.24 

.68 

.53 

.75 

8.06 

7.68 

7.76 

60.00 

8.89 

3.36 

.25 

1.66 

.19 

.15 

.21 

.95 

7.65 

.73 


1939 


$   .43 

.28 

.67 

.41 

.74 

6.56 

8.18 

8.18 

63.00 

9.15 

3.44 

.23 

1.59 

.16 

.13 

.25 

1.07 

6.05 

.80 


May 
1939 


$   .44 

.29 

.68 

.41 

.85 

6.60 

8.50 

8.70 

63.00 

8.80 

3.60 

.20 

1.40 

.13 

.14 

.22 

1.45 

6.20 

.85 


Current  months 


March 


$   .51 

.38 

.93 

.46 

1.00 

4.90 

8.10 

8.60 

64.00 

10.00 

3.70 

.26 

1.60 

.14 

.12 

.30 

1.15 

7.00 

.90 


April 


$   .54 

.38 

.97 

.48 

.97 

4.95 

8.20 

8.90 

65.00 

9.50 

3.70 

.26 

1.55 

.13 

.13 

.28 

1.25 

7.00 

.90 


May 


$   .60 

.35 

.87 

.47 

.92 

5.50 

8.40 

8.90 

65.00 

9.70 

3.60 

.25 

1.50 

.14 

.14 

.30 

1.35 

7.70 

.90 


,_i:!For  sources  of  data  in   tables  see   previous  page. 
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MAINTAINING   STABILITY  IN  THE   MARKET-MILK   INDUSTRY 
THROUGH  THE  USE  OF  FLEXIBLE  PRICES 

In  view  of  the  increasingly  active  part  taken  by  state  and  federal  governments 
in  establishing  prices  to  be  paid  milk  producers,  certain  questions  arise,  such  as: 
"Is  there  a  practical  mechanism  for  establishing  producer  prices  which  is  suf- 
ficiently flexible  to  adjust  prices  upward  or  downward  as  rapidly  as  changing 

business  conditions  make  desirable? 
Would  such  a  plan  have  worked  under 
the  conditions  of  rapidly  changing  prices 
from  1915  to  1940?  Is  a  plan  available 
which  will  be  helpful  both  in  increasing 
milk  consumption  and  in  protecting  pro- 
ducers' interests?" 

Correct  answers  to  such  questions 
are  imperative,  particularly  when  we 
realize  (1)  that,  under  customary  pro- 
cedures, neither  a  bargaining  association 
nor  a  governmental  agency1  can  adjust 
prices  upward  or  downward  as  rapidly 
as  changing  business  conditions  make 
necessary  and  (2)  that  growth  of  cor- 
porate forms  of  distribution  and  labor 
unions  have  resulted  in  the  development 
of  bargaining  associations  and,  in  some 
cases,  in  the  development  of  govern- 
mental agencies  in  order  to  prevent  or 
curb  destructive  competition.2 

The  Importance  of  Butter  Prices  in  Arriving  at  Market-Milk  Prices.  Many 
dairymen  and  consumers  ask:  "Why  is  so  much  importance  placed  upon 
butter  prices  in  arriving  at  the  price  of  market  milk?" 

The  reason  for  this  emphasis  is  that  butter  prices  constitute  the  best  index 
available  for  measuring  changes  in  supply  and  demand  conditions  for  the  dairy 
industry. 

In  the  first  place,  we  find  that  changes  in  consumers'  incomes  are  quickly 
reflected  in  changes  in  butter  prices  (Fig.  1).  Thus,  from  1921  to  1939,  the 
correlation  between  the  average  income  per  consumer  and  butter  prices  was  .87. 

In  the  second  place,  we  find  that  prices  paid  to  producers   for  milk  to  be 


1921    f23    '25     '27     '29 


'33     '35     '37     '39    '41 


Fig.  1. — Changes  in  Average  Prices  of 
Chicago  92-Score  Butter  Compared  With 
Changes  in  Consumers'  Income  in  the 
United  States,  From  1921  to  1939 


lIn  1939,  17  cooperative  collective  milk  bargaining  associations  operating  in  Illinois 
together  had  19,400  active  members  and  sold  $30,092,000  worth  of  milk.  (From  Illinois  Agri- 
cultural Association  Annual  Report,  1939,  pp.  50  and  51.) 

At  present  some  20  state  governments  are  taking  an  active  part  in  the  establishment  of 
prices  to  be  paid  producers,  and  similar  action  is  being  taken  by  the  federal  government  in 
25  or  more  interstate  markets.  St.  Louis,  Chicago,  and  Rock  Island  and  Moline  each  operate 
under  a  Federal  Milk  Order  along  with  a  bargaining  association. 

2Bartlett,  R.  W.,  Cooperation  in  Marketing  Dairy  Products,  1931,  pp.  19  and  20.  Also 
Hoards  Dairyman,  Vol.  80,  No.  6,  Problems  in  the  Fluid  Milk  Industry,  1935,  pp.  139,  148, 
and  153. 
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Fig.  2. — Changes  in  Average  Prices  of  Chicago  92-Score  Butter  Compared  With  Changes 

in  Prices  Paid  Producers  for  3.5  Percent  Milk  at  Condenseries  in  the 

East  North-Central  States,  by  Months,  From  1921  to  1940 

condensed  or  to  be  made  into  cheese  or  ice  cream  necessarily  must  be  kept  in  line 
with  butter  prices  since  about  three-fourths  of  all  the  milk  manufactured  is  usee 
for  butter  and  since  milk  can  easily  be  shifted  from  one  manufacturing  use  tc 
another.  Prices  paid  to  producers  for  milk  condensed  or  made  into  cheese  have 
kept  closely  in  line  with  butter  prices  (Figs.  2  and  3).  The  correlation  betweer 
condensery  prices  and  butter  prices  from  1921  to  1939  by  months  was  .98  a; 
compared  with  .96,  the  correlation  between  cheese  and  butter  prices  during  thi: 
same  period.  If  we  remember  that  a  perfect  correlation  is  1.00,  these  coefficient; 
indicate  the  high  degree  of  relationship  which  has  existed  between  the  prices  o 
condensery  milk  and  butter  and  those  of  cheese  and  butter. 

And  finally,  we  find  that,  for  the  country  as  a  whole,  only  about  30  percent  o. 
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Fig.  3. — Changes  in  Average  Prices  of  Chicago  92-Score  Butter  Compared  With 

Changes  in  Average  Prices  of  American  Twins  Cheese,  Wisconsin, 

by  Months,  From  1921  to  1940 
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the  total  milk  supply  is  consumed  as  market  milk,  and  that  about  50  percent  of 
the  total  volume  of  milk  in  most  fluid  markets  is  sold  as  sweet  cream  or  is  manu- 
factured into  products  sold  on  the  basis  of  butter  prices. 

Price  Flexibility  Versus  Rigidity  in  the  Chicago  and  the  St.  Louis  Milk 
Areas.    Under  competitive  conditions,  changes  in  the  prices  paid  producers 

for  market  milk  in  the 
Chicago  and  the  St. 
Louis  dairy  districts 
have  kept  very  closely 
in  line  with  changes  in 
butter  prices  (Figs.  4 
and  5).  The  correlation 
between  the  prices  paid 
producers  for  3.5  per- 
cent milk  at  receiving 
plants  in  the  Chicago 
area  and  the  prices  of 
92-score  butter  at  Chi- 
cago from  1907  to  1919 
by  months  was  .93.  The 
correlation  between  the 
prices  to  St.  Louis  mar- 
ket-milk producers  and 
the  butter  prices  in  Chi- 
cago from  1909  to  1929 
was  .95.  Since  a  perfect 
correlation  is  1.00,  as  we 
indicated  before,  these  coefficients  indicate  the  high  degree  of  relationship  which 
has  existed  between  market-milk  prices  and  butter  prices  in  Chicago  and  St.  Louis. 
In  contrast  to  the  highly  flexible  prices  which  have  existed  under  competitive 
conditions,  the  introduction  of  artificial  price-mechanisms  have  tended  to  disrupt 
this  price  flexibility  and  to  cause  producer  prices  to  be  lower  or  higher  than  they 
naturally  would  be.  For  example,  from  January,  1920,  to  October,  1935,  the 
prices  paid  producers  for  market  milk  in  Chicago  were  frequently  held  at  a  level 
either  too  low  or  too  high  when  these  prices  are  compared  with  butter  prices 
(Fig.  6).    Thus,  the  correlation  between  Chicago  milk  prices  and  butter  prices 


Fig.  4. — Changes  in  Average  Prices  of  Chicago  92-Score 

Butter  Compared  With  Changes  in  the  Average  Country 

Plant  Prices  Received  for  3.5  Percent  Milk  by  Market 

Milk  Producers,  Chicago,  by  Months, 

From  1907  to  1919 


1909     '10       'II        '12       '13       '14       '15       '16       'l  7        '18       '19       '20      '21       '22      '23       24      '25      '26      '27      '28      '29 


Fig.  5. — Changes  in  Average  Prices  of  Chicago  92-Score  Butter  Compared  With  Changes 

in  Average  Country  Plant  Prices  Received  for  3.5  Percent  Milk  by  Market 

Milk  Producers  in  St.  Louis,  by  Months,  From  1909  to  1929 
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from  1(>2()  to  1929  by  months  was  only  .66  as  compared  with  .93  from  1907  to 
1919.1  During  this  later  period,  particularly  from  1923  to  1930,  late  fall  or  early 
winter  prices  paid  producers  for  milk  were  too  low  in  comparison  with  spring 

and  summer  prices.  For  the  period  Janu- 
ary, 1920,  to  October,  1935,  the  corre- 
lation between  Chicago  milk  prices  and 
butter  prices  averaged  .80. 

Since  1930,  market-milk  prices  in  the 
St.  Louis  area  have  been  less  flexible 
than  they  were  previously.  Thus,  the 
correlation  between  St.  Louis  milk  prices 
and  butter  prices  from  January,  1930, 
to  April,  1940,  (Fig.  7)  was  .78  as  com- 
pared with  .95  from  1909  to  1929.  This 
increased  rigidity  in  market-milk  prices 
can  be  attributed  primarily  to  the  use 
of  rigid  Class  I  prices  which  have 
been  held  either  too  low  in  the  fall  or 
winter  months  when  compared  with: 
spring  or  early  summer  prices,  or  at  a: 
level  too  low  or  too  high  for  the  year 
as  a  whole. 

During  the  past  two  or  three  years,, 
milk  has  been  scarce  in  the  St.  Louis- 
area,  especially  in  certain  months.2  This- 
scarcity  indicates  that  milk  prices,  at: 
least  during  the  shortage  season,  havet 
been  too  low  during  this  more  recent" 
period. 
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Fir,.  6. — Changes  in  Average  Prices  of 
Chicago  92-Score  Butter  Compared  With 
Changes  in  the  Average  Country  Plant 
Prices  Received  for  3.5  Percent  Milk  by 
Market  Milk  Producers,  Chicago,  by 
Months,  From  1920  to  October,  1935 


Actual  and  Code  Prices  for  Con- 
densery  Milk.  Since  the  federal  code 
price  for  condensery  milk  (first  used  in 
September,  1933)  is  now  used  as  the 
basis  for  arriving  at  the  Class  I  price  ini 
several  Illinois  markets,  including  Chi- 
cago, Peoria,  Rockford,  and  Blooming- 
ton  and  since  it  is  being  considered  in 
other  markets,  certain  questions  may  be 
raised,  such  as:  "How  is  this  price  de- 
rived?"   "Is  it  economically  sound?" 

Under  the  federal  evaporated  milk 
code,    the    minimum    monthly   prices    to 

be  paid  producers  for  condensery  milk  in  the  east  north-central  states  are  derived 

from  the  following  formula: 

Chicago  92  score  w  ^    ,    ( 0  A  Ky  Wisconsin  twins^ 

X  3.5  +  30% 


Fig.  1  .■ — Changes  in  Average  Prices  of 
Chicago  92-Score  Butter  Compared  With 
Changes  in  Average  Country  Plant 
Prices  Received  for  3.5  Percent  Milk  by 
Market  Milk  Producers,  St.  Louis, 
by  Months,  From  1930  to  1940 


butter  price  '    \        x  cheese  price/ 


'Normally  a  higher  correlation  is  expected  when  rapid  changes  are  made  in  the  general 
price  Structure  than  when  a  fairly  constant  level  of  prices  prevails.  This  is  one  reason  whj 
the  correlation  Erom  1('(I7  to  1919  was  higher. 

2In  recent  years  at  least  one  large  dealer  in  this  area  has  been  forced  to  haul  milk  from 
a  plant  300  miles  from  St.  Louis  in  order  to  obtain  a  supply  sufficient  to  meet  his  markel 
demand. 
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Fig.  8. — Changes  in  Actual  Prices  Paid 
Producers  for  3.5  Percent  Milk  at  Con- 
denseries  in  the  east  north-central 
States  Compared  With  Prices  Computed 
on  the  Basis  of  the  Federal  Evaporated 
Milk  Code,  by  Months,  From 
1921  to  1939 


In  this  formula,  %  of  the  condensery  price  is  based  upon  butter  prices,  and  the 
other  Y7  is  based  upon  cheese  prices.  In  1938,  44  percent  of  the  total  milk  supply 
in  the  United  States  was  made  into  butter  and  7  percent  into  cheese.  Hence, 
these  proportional  weightings  appear  to  be  reasonable. 

Since  condensery  prices  to  producers 
are  based  upon  milk  with  a  butterfat 
content  of  3.5  percent,  the  combined  but- 
ter and  cheese  price  is  multiplied  by  3.5. 
The  30  percent  added  to  this  price  repre- 
sents the  skimmilk  value  plus  extra  costs 
for  transporting  whole  milk.  Costs  for 
hauling  cream  efficiently  usually  are 
around  2  cents  per  pound  of  butterfat, 
and  the  usual  costs  for  hauling  con- 
densery milk  average  from  4  to  5  cents 
per  pound  of  butterfat. 

Is  the  federal  evaporated  milk  code 
economically  sound?  An  analysis  has 
indicated  (1)  that  the  use  of  this  code 
has  not  led  to  artificially  high  prices  even 
though  the  "bottom"  established  by  them 
is  probably  slightly  higher  than  it  would 
have  been  without  the  use  of  the  code 
and  (2)  that  canned-milk  consumption 
has  increased  materially  in  recent  years, 
the  consumption  for  1939  being  16.6 
pounds  per  person,  or  29  percent  higher 
than  that  of  1933. 

Actual  prices  paid  condensery  pro- 
ducers from  1921  to  1932,  the  12-year 
period  preceding  the  use  of  formula 
prices,  averaged  $1,800  per  100  pounds 
of  3.5  percent  milk  as  compared  with 
$1,827,  the  prices  producers  would  have 
received  had  the  minimum  code  prices 
been  paid  (Fig.  8).  This  comparison 
indicates  that  the  "bottom"  of  code 
prices  was  slightly  higher  than  were 
actual  prices  received.1  Further  analysis, 
however,  has  shown  that  producers  have 
been  paid  a  premium  above  the  code 
price  in  59  out  of  the  76  months  from 
September,  1933,  to  December,  1939,  or 
during  over  three-fourths  of  the  time.  In  1939,  premiums  above  the  code  price 
were  paid  in  11  out  of  the  12  months,  and  they  ranged  from  1  cent  to  17  cents 
per  100  pounds,  and  averaged  3.7  cents. 

Determination  of  Chicago  Milk  Prices  Under  a  Flexible  Price  Plan.    In 

November,  1935,  the  Pure  Milk  Association  in  Chicago  adopted  the  forward- 
looking  policy  of  establishing  the  Class  I  (or  base)  price  for  milk  directly  upon 
condensery  prices,  with  the  understanding  that  premiums  above  these  prices 
would   be    adjusted    upward    or    downward   as    supply    and    demand    conditions 

'The  correlation  between  actual  and  code  prices  from  January,  1921,  to  August,  1933, 
was  .90.  This  indicates  the  high  degree  of  relationship  which  existed  between  these  two 
factors  for  this  period. 
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Fig.  9. — Changes  in  Average  Prices  of 
Chicago  92-Score  Butter  Compared  With 
Changes  in  Average  Country  Plant 
Prices  Received  for  3.5  Percent  Milk  by 
Market  Milk  Producers,  Chicago, 
November,  1935  to  1940 


warranted.1  At  various  times  since  then,  the  Class  I  (base)  price  has  been  30,  35, 
50,  53,  58,  60,  65,  and  75  cents  above  the  condensery  price,  the  price  depending 
upon  varying  conditions  which  have  existed  in  this  market.  Premiums  have 
reflected  local  conditions,  while  changes  in  condensery  prices  which  are  based 
largely  on  butter  prices,  have  reflected  changes  in  consumer  incomes  and  milk 
supplies.  The  correlation  between  Chicago  market-milk  prices  and  butter  prices 
from  November,  1935,  to  August,  1939,  was  .92  (Fig.  9).  This  correlation  can 
be  compared  with  .66  for  1920  to  1929  and  .80  for  1920  to  1935— periods  in 
which  prices  were  less  flexible  at  many  times. 

On  September  1,  1939,  the  flexible-price  plan  was  incorporated  as  part  of  the 
Federal  Order,  which  then  became  effective  in  the  Chicago  market.  Under  this 
order,  dealers  now  pay  the  following  premiums  above  the  federal  code  price  for 
condensery  milk.  Chu  ;  CfafJ  „ 

(Whole  milk)  (Cream)'2 

(Cents    per    100  pounds    of    milk) 

July  to  November 70  32 

December  to  April 55  25 

May  to  June 45  20 

The  price  for  Class  III  milk  made  into  condensed  milk  is  the  average  price 
paid  by  18  specific  condenseries  as  listed  in  the  Federal  Order.3  The  price  for 
Class  IV  milk  made  into  butter  is  the  price  of  Chicago  92-score  butter  times  3.5 
plus  20  percent. 

The  minimum  condensery  price  arrived  at  by  the  federal  code  for  May,  1940, 
was  $1,233  per  100  pounds  of  3.5  percent  milk.  Hence  the  Class  I  price  for  May. 
f.o.b.  the  country  plant,  was  $1,683  and  the  Class  II  price,  $1,483.  The  May,  1940, 
price  for  Class  I  milk  was  40  cents  per  100  pounds  less  than  that  for  November, 
1939.  This  difference  resulted  from  the  lower  premium  (45  cents  instead  of  70 
cents)  and  a  lower  butter  price. 

Proceeds  from  the  sale  of  milk  under  the  Federal  Order  are  pooled,  and  all  I 
Grade  A  producers  receive  the  same  blend  price  subject  to  butterfat  and  transpor- 
tation differentials. 

What  about  the  workability  of  the  flexible-price  plan  under  conditions  of 
changing  prices? 

The  responsiveness  of  this  plan  to  changing  economic  conditions  was  well 
illustrated  last  fall  when  improved  demand  resulting  from  the  outbreak  of  the 
European  War  caused  a  sharp  rise  in  butter  prices  and  an  immediate  18-cenf 
increase  in  the  condensery  code  price.  In  the  same  way,  reductions  in  butter  prices 
from  37  cents  per  pound  in  December,  1937,  to  25  cents  per  pound  in  June,  1938, 
were  immediately  reflected  in  lower  prices  to  producers.  In  the  opinion  of  some 
dairy  leaders,  the  use  of  this  plan  prevented  a  milk  strike  in  the  Chicago  area 
in  1938  because  many  farmers  in  this  area  knew  that  the  principal  cause  of  the 
lower  prices  was  lower  butter  prices  and  not  unreasonable  demands  of  those 
buying  their  product. 

Under  a  flexible-price  plan  established  under  a  Federal  Order,  can  artificially 
high  prices  be  prevented? 

As  long  as  new  producers  are  permitted  to  enter  the  market  at  any  time  and 
as  long  as  old  producers  are  permitted  to  increase  their  production,  any  attempt 
to  establish  artificially  high  prices  will  soon  be  thwarted  through  over-product  ion 
Facts  pertaining  to  total  milk  production,  changes  in  the  number  of  producers. 

'Premiums  above  condensery  prices  are  necessary  to  pay  for  the  extra  costs  of  meeting 
the  quality  requirement  and  to  insure  a  uniform  supply  of  milk  throughout  the  year. 

'Originally,  the  premiums  were  32,  28,  and  25  cents  respectively,  but  they  were  reduced 
to  the  present  basis,  effective  Inly  1,  1040. 

'Originally,  condensed  milk  was  paid  for  at  the  federal  code  price.  Under  the  present 
plan  the  price  paid  for  milk  in  this  use  includes  premiums  paid  above  the  code  price. 
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Table  1. — Home  Delivered  and  Store  Prices  of  Milk  in  Chicago  and  New  York  City. 

1925-1939 

Prices   given  are   expressed   as  cents   per   quart. 


Chicago1 

New  York2 

Year 

Home 

delivered 

price 

Store 
price 

Net 
difference 

Home 

delivered 

price 

Store 
price 

Net 
difference 

1925 

1926 

1927 

1928 

1929 

1930 

1931 

1932 

14.0 
14.0 
14.0 
14.0 
14.0 
13.9 
13.0 
11.3 
9.8 
9.5 
10.6 
11.4 
12.5 
12.4 
11.7 
13.0 

14.0 
14.0 
14.0 
14.0 
14.0 
13.9 
12.6 
10.9 
9.8 
8.0 
9.9 
10.4 
11.5 
10.9 
9.5 
8.5 

0- 

0- 

0- 

0- 

0- 

0- 
.4 
.4 

0- 

1.5 
.7 

1.0 

1.0 

1.5 

2.2 

4.5 

14.8 
15.0 
15.3 
15.6 
16.0 
15.7 
14.7 
11.9 
11  .1 
12.6 
13.0 
13.1 
12.6 
13.1 
13.6 
14.8 

10.1 

10.0 

11.7 

10.6 

11.0 

10.7 

10.4 

8.9 

9.1 

10.5 

11.0 

11.0 

9.7 

9.4 

11.1 

11.0 

4.7 
5.0 
3.6 
5.0 
5.0 
5.0 
4.3 
3  0 

1933 

2  0 

1934 

2    1 

1935 

2  0 

1936 

1937 

2.1 
2  9 

1938 

1939 

3.7 
2  5 

19403 

3.8 

■Data  from  United  States  Department  of  Agriculture  Fluid  Milk  Reports. 

2Data  from  1925  to  1932  from  Legislative  Document  (1933)  New  York  State  No.  114,  page  248.  Store  prices 
>  from  1925-1932  based  upon  those  for  loose  milk.  Data  from  1933  to  1938  from  New  York  State  College  of  Agriculture 
and  United  States  Department  of  Agriculture,  AE-237,  December,  1938,  page  2.  Data  for  1939  and  1940  same 
source   as  footnote   1. 

3Data  from  January  to  June. 


daily  production  per  farm,  and  total  milk  sales  are  published  currently  by  the 
Milk  Market  Administration  in  Chicago.  Similar  facts  have  been  published  for 
6  years  by  the  Milk  Market  Administration  in  St.  Louis. 

In  the  final  analysis,  under  the  present  flexible-price  plan  in  Chicago,  the 
prices  received  by  producers  will  be  determined  by  the  collective  judgment  of 
dairymen  in  this  area  as  measured  by  their  production  in  relation  to  demand. 
Vigilant  consumer  groups,  as  well  as  other  groups,  can  be  on  the  alert  to  analyze 
facts  made  available  currently,  and  they  can  present  the  results  of  their  findings 
at  public  milk  hearings,  through  newspapers,  and  through  specialized  group 
meetings. 

The  availability  to  all  groups  of  facts  which  show  market-wide  changes  in 
production,  consumption,  and  prices  and  which  are  made  possible  under  a  Federal 
Order  stands  out  in  sharp  contrast  with  the  lack  of  such  information  in  Chicago 
prior  to  September  1,  1939.  Although  certain  groups,  such  as  the  Chicago  Milk 
Dealers,  Incorporated,  or  the  Pure  Milk  Association,  knew  these  facts  for  their 
own  organizations,  market-wide  facts  in  this  earlier  period  were  not  available  to 
anyone. 

Effects  of  the  Chicago  Federal  Order  Upon  Consumer  Prices  and  Milk 
Consumption.  When  the  Federal  Order  went  into  operation  in  Chicago  in 
September,  1939,  many  people  prophesied  that  the  order  would  raise  consumers' 
prices  materially  and  would  lower  milk  consumption.  What  have  been  the  facts 
concerning  consumer  prices  and  changes  in  the  volume  of  milk  sales? 

In  September,  1939,  when  the  Federal  Order  first  went  into  effect,  people 
in  Chicago  each  consumed  .59  pint  of  milk  daily  on  the  average.  This  amount 
can  be  compared  with  .54  pint  daily  consumed  in  May,  1934.1  In  April,  1940,  Chi- 
cago milk  consumption,  including  relief  milk,  was  7.4  percent  higher  than  it  was  in 
September,    1939.2    Although   several   factors  have  contributed  to  this   increase 

'111.  Agr.  Exp.  Sta.  Bui.  412,  Table  18,  p.  161,  1935. 

2Chicago  Federal  Milk  Market  Administrator  Reports,  p.  5,  May,  1940. 
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in  consumption,  it  can  be  attributed  mainly  to  low  prices  resulting  from  the 
December,  1939,  United  States  Supreme  Court  decision  upholding  the  validity  of 
the  monopoly  investigations  of  the  Department  of  Justice1  and  to  the  program 
of  dispensing  milk  to  those  on  relief  under  the  Federal  Order. 

Since  January,  1940,  milk  has  been  available  to  consumers  at  stores  through- 
out Chicago  for  8.5  cents  per  quart.  With  the  exception  of  the  depression  year 
of  1934,  this  price  is  the  lowest  reported  store  price  in  the  16-year  period,  1925- 
1940  (Table  1).  Since  about  half  the  milk  in  Chicago  is  purchased  from  stores, 
this  price  represents  substantial  savings  to  consumers. 

Since  the  first  of  the  year,  consumer  prices  for  home  deliveries  in  Chicago 
have  also  been  materially  lowered  through  the  use  of  quantity  discounts.  Although 
the  quoted  price  for  home  deliveries  is  13  cents  per  quart,  an  increasingly  large 
part  of  home  deliveries  now  consist  of  2-quart  sales  at  22  cents,  and  4-quart 
sales  at  40  cents. 

In  1939,  the  per  capita  consumption  of  milk  in  Chicago  was  only  about  three- 
fourths  of  the  .75  pint  daily  consumed  per  capita  in  New  York.2  Low  consumption 
in  Chicago  can  be  attributed  primarily  to  high  store  prices  as  compared  with 
those  in  New  York.  Continuation  of  store  prices  in  Chicago  at  their  present  low. 
level  is  likelv  to  result  in  a  continued  increase  in  milk  sales  in  this  city. 

R.  W.  Bartlett 


MORTGAGE  DEBT  AND  LAND  USE  IN  CUMBERLAND  COUNTY 

Many  comments  have  been  made  about  the  effect  of  debt  burden  on  land  use, 
but  little  actual  evidence  has  been  available  on  the  subject.  The  point  has  been 
studied  recently  through  the  use  of  data  from  Cumberland  county,  Illinois.  Data 
for  218  farms3  were  arrayed  according  to  debt  per  acre  and  then  were  divided 
into  four  equal  groups  (Table  1). 

Table  1. — Land  Use  in  Cumberland  County,  Illinois,  1935,  for  218 
Farms  Grouped  by  Debt  per  Acre 


Average 

soil 
produc- 
tivity 
rating" 

Average 
estimated 
corn  yield 

per  acre 

Percent 
land  in 
cropland 

Percent  of  cropland  in 

Average  debt 
per  acre  of  land  mortgaged 

Soil- 
depleting 
crops 

Hay 

Idle 

glO.79 

8.2 
8.4 
8.0 

7.3 

8.0 

(bu.) 
26.8 
27.2 
27.4 
30.6 

28.0 

62.0 
65.0 

75.0 
76.0 

69.5 

61.9 
62.1 
59.9 
68.1 

63.0 

13.0 
15.0 
12.3 
14.3 

13.6 

9.8 
6.9 

4    4 
4.1 

6.3 

18.20 

25.79 

40.76 

Average: 

£23.88 

•Based  on  a  scale  in  which  1  represents  the  best  soil  and  10  the  poorest  soil  for  the  production  of  grain  crop« 


The  soil  productivity  ratings,  which  should  measure  inherent  productivity 
averaged  practically  the  same  in  all  but  the  highest  debt  group;  the  general  qualitl 
of  the  soil  was  rather  low  in  all  groups.    As  indicated  by  corn  yields,  however: 

'Probable  Effect  of  Monopoly  Investigations  Upon  Retail  Prices  and  Milk  Consumption 
University  of  Illinois  Dept.  of  Agr.  Ec.  Mimeo.  Report,  AE-1324,  pp.  6-11,  Jan.  1940. 

2Rasr<l  upon  reports  of  U.S.D.A. 

3Thcse  218  farms  represent  all  Cumberland  county  farms  which  have  40  acres  O 
more,  which  carried  mortgages  in  1935,  and  f < .r  which  land-use  data  of  the  type  sum 
marized  in  Table  1  were  available  for  1935. 
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,  the  present  productivity  of  the  land  is  positively  correlated  with  size  of  debt.  The 
;  percent  of  land  in  crops  in  1935  tended  to  increase  with  debt,  but  the  percent  of 
cropland  in  soil-depleting  crops  averaged  about  the  same  in  the  first  three  groups 
but  increased  in  the  fourth,  this  higher  percent  indicating  either  better  land  or 
more  intensive  land  use.  For  all  debt  groups,  the  percent  of  cropland  in  hay  was 
fairly  constant,  but  the  percent  of  idle  cropland  decreased  as  the  debt  increased, 
this  increase  indicating  either  better  land  or  more  intensive  use  of  the  land. 
Broomcorn  is  grown  as  a  cash  crop  in  this  county,  and  the  percent  of  cropland 
in  this  crop  tended  to  increase  with  size  of  debt. 

Cooperators  and  Noncooperators  in  AAA  Programs.    An  examination  of 
1935  land-use  data  for  cooperators  and  noncooperators  in  the  AAA  program  in 
1939  showed  that  the  noncooperating  farms  were  on  soils  of  somewhat  higher 
inherent  soil  productivity  than  were  the  cooperating  farms ;  but  the  present  soil 
productivity,  as  indicated  by  corn  yields,  was  apparently  better  on  the  cooperating 
farms.    The  higher  corn  yields  on  land  of  apparently  lower  inherent  soil  produc- 
1   tivity  suggest  that  the  farmers  who  cooperated  in  1939  were  following  a  better 
1  system  of  farming  as  far  back  as  1935  when  the  program  was  first  getting  under 
I  way.    Although   the   noncooperators   had   a   higher   average   debt   per   acre,   the 
difference  between  the  two  groups  was  not  large,  and  this  small  difference  indi- 
cated that  size  of  debt  was  not  an  important  factor  in  determining  participation 
in  the  program. 

In  both  groups,  the  percent  of  cropland  in  total  soil-depleting  crops  and  in 
broomcorn  increased  as  debt  increased.   The  increase  in  the  importance  of  broom- 
e.  corn  between  the  low  and  high  debt  farms  was  larger  for  the  noncooperators  than 
a  j  for  the  cooperators. 

Results  in  1939.  Land-use  data  for  1939  were  available  only  for  farms  that 
■  cooperated  in  the  AAA  in  that  year,  but  the  relationships  were  similar  to  those 
noted  for  1935.  In  spite  of  AAA  allotments,  the  more  heavily-indebted  farms 
had  a  higher  percent  of  cropland  in  soil-depleting  crops  than  did  farms  with 
smaller  debts.  This  situation  can  probably  be  explained  by  the  three  factors 
used  in  determining  AAA  allotments:  (1)  soil  productivity;  (2)  quality  of  land; 
-  and  (3)  past  crop  history.  Thus  those  farms  which  originally  had  higher  percents 
in  soil-depleting  crops  may  continue  to  do  so  even  after  AAA  allotments  are  set. 

Comparison  of  Mortgaged  and  Mortgage-free  Farms.  A  further  compari- 
son of  land  use  in  1935  was  made  for  mortgaged  and  mortgage-free  farms.  This 
comparison  showed  that  the  mortgaged  farms  had  a  higher  percent  of  cropland  in 

"~  corn,  in  wheat,  and  in  total  soil-depleting  crops  than  did  the  mortgage-free  farms. 
The  mortgaged  farms  had  less  idle  cropland  and  corn  yields  that  averaged  about 

*■  2  bushels  more  per  acre  than  did  the  mortgage-free  farms.  In  1939  about  the 
same  relationships  held  with  some  modifications.    The  mortgage-free  farms  had 

.  ij3  percent  less  of  their  cropland  in  soybeans  for  grain,  8  percent  less  in  corn,  and 

_  about  7  percent  less  in  all  soil-depleting  crops  than  did  the  mortgaged  farms.  In 
this  year  estimated  corn  yields  on  the  mortgaged  farms  averaged  below  those  on 
:he  mortgage- free  farms.  Apparently  the  mortgage- free  farms  with  better  crop 
delds  continued  as  cooperating  farms  in  1939. 

This  study  indicates  that  certain  differences  in  land  use  in  the  area  considered 
may  be  related  to  debt  burdens.  More  corn,  broomcorn,  and  total  soil-depleting 
Tops  are  grown  and  less  land  is  idle  on  the  more  heavily-mortgaged  farms,  and 
:or  all  groups  these  factors  tend  to  increase  somewhat  with  the  size  of  debt 
)urden  per  acre.  However,  more  intensive  use  of  land  in  the  high-debt  group 
s  also  associated  with  better  land. 

N.  L.  Smith  and  L.  J.  Norton 
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THE  EFFECT  OF  INCREASED  SUPPLIES  UPON  SOYBEAN 
MEAL  PRICES  IN  1940-41 

Summary.  The  situation  in  connection  with  the  factors  that  affect  the 
price  of  soybean  meal  may  be  summarized  as  follows: 

i  1  i  The  acreage  planted  to  soybeans  in  1940  is  probably  17  or  18  percent 
larger  than  it  was  in  1939. 

(2)  About  fi  of  this  increase  in  acreage  is  found  in  Illinois,  Indiana,  Iowa, 
and  (  )hio,  the  principal  commercial  area. 

(  3)  It  yields  in  1940  equal  those  of  1939,  especially  in  the  4  commercial  states, 
a  total  production  of  120  million  bushels  might  be  expected.  This  amount  would 
compare  with  the  87.4  million  bushels  which  were  produced  in  the  United  States 
in  1939.  A  50  percent  increase  in  soybean-meal  production  may  therefore  be 
expected. 

(4)  Prospects  for  exports  of  oilseeds  or  their  products  are  not  bright  at  the 
present  time. 

(5)  Prospects  for  an  average  sized  feed  crop  are  good.  Some  reduction  is 
expected  in  the  production  of  cottonseed,  but  the  production  of  flaxseed  in  the 
United  States  will  probably  show  an  increase  this  year. 

(6)  Tankage  production  will  probably  hold  up  at  a  high  level. 

(7)  Numbers  of  dairy  cattle,  beef  cattle,  and  sheep  are  expected  to  increase. 
Hog  production  may  decline  as  much  as  10  percent. 

(8)  The  domestic  demand  for  meats  and  dairy  products  apparently  will  be 
supported  by  the  armament  program. 

(9)  Although  the  world  situation  has  a  tendency  to  depress  prices,  the  in- 
fluence of  the  armament  program  upon  domestic  prices  may  more  than  offset  any 
further  deflationary  tendencies  resulting  from  the  war. 

Influence  of  Supplies  on  the  Price  of  Soybean  Meal.  Soybean  meal  is  cur- 
rently quoted  at  $17.00  a  ton  at  the  mills  at  Decatur  or  $20.20  at  Chicago  for 
delivery  after  September.  This  price  for  soybean  meal  is  very  low7  as  compared 
with  those  of  any  other  recent  period,  and  it  compares  with  the  record  low  of 
$20.83,  which  was  the  monthly  average  price  at  Chicago  for  the  year  1931-32.  In 
view  of  the  conditions  set  forth  in  the  summary  above,  the  following  question 
arises:  Is  $17.00  a  ton  at  Decatur  too  high,  too  low,  or  about  right?  The  correct 
answer  to  this  question  would  also  help  us  know  whether  the  current  October 
futures  quotation  for  soybeans  in  Chicago  is  a  fair  estimate  of  the  probable  price 
this  fall.  Prices  of  soybeans,  of  course,  would  depend  upon  the  prices  of  both  soy- 
bean meal  and  soybean  oil.  A  reasonable  basis  of  computation  of  the  price  of 
soybeans  would  be  to  estimate  the  price  of  about  461/2  pounds  of  meal  and  9*4 
pounds  of  oil  at  Decatur  and  then  allow'  the  processor  the  necessary  margin  for 
operations,  possibly  15  cents  a  bushel.  This  discussion  pertains  only  to  soybean 
meal,  however. 

Year-to-year  changes  in  the  price  of  soybean  meal  are  more  closely  related  tB 
the  changes  in  the  production  of  all  oilseed  cakes  and  meals  than  to  the  changes 
in  the  production  of  soybean  cake  and  meal  alone.  In  other  words,  a  50  percent 
increase  in  the  production  of  soybean  meal  would  not  have  as  depressing  an  effect 
upon  the  price  of  soybean  meal  as  a  50  percent  increase  in  the  production  of  all 
oilseed  cakes  and  meals  would  have. 

At  the  present  time  we  can  do  no  better  than  to  assume  that  the  production 
of  cottonseed,  linseed,  copra,  and  peanut  cakes  and  meals  in  the  United  States 
will  be  equal  to  the  production  in  1938-39  both  in  1939-40  and  in  1940-41.  We 
may  further  assume  that  approximately  400  thousand  tons  of  cake  and  meal  are 
used  for  fertilizer  each  year.  On  the  basis  of  these  assumptions,  the  total  oilseed 
cake  and  meal  production  which  would  be  available  for  feeding  would  be  about 
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4.0  million  tons  for  1939-40  and  approximately  4.8  million  tons  for  1940-41. 
These  figures  would  compare  with  the  production  of  about  3.6  million  tons  in 
1937-38  and  1938-39. 

After  consideration  is  taken  for  the  number  of  grain-consuming  animals  on 
farms,  the  supply  of  all  oilseed  meals  and  cakes  per  animal  unit  in  1940-41  will 
apparently  be  about  69  pounds  as  compared  with  59  pounds  in  1939-40,  56  pounds 
in  1938-39,  and  59  pounds  in  1937-38.  On  the  basis  of  apparent  relationships 
during  recent  years  between  the  prices  of  cottonseed  meal  and  soybean  meal  and 
the  supplies  of  all  oilseed  cakes  and  meals  per  animal  unit,  the  price  of  cotton- 
seed meal  at  Memphis  might  be  expected  to  average  as  much  as  $4.50  a  ton  lower 
in  1940-41  than  in  1938-39.  The  price  of  soybean  meal  at  Decatur  may  be  as 
much  as  $5.50  a  ton  below  the  comparable  1938-39  price  or  about  $7.00  below  the 
price  in  Decatur  in  1939-40.  A  yearly  average  price  of  about  $17.00  to  $18.00  a 
ton  for  soybean  meal  at  Decatur  would  be  suggested  for  the  year  1940-41  on  the 
basis  of  supplies  alone.  The  reduction  in  price  caused  by  increased  supplies  would 
tend  to  be  offset  (1)  by  any  increase  in  consumers'  income  that  resulted  from  in- 
creased business  activity,  (2)  by  any  rise  in  the  general  level  of  commodity  prices 
which  might  take  place  during  the  year,  (3)  by  an  improved  export  demand, 
or  (4)  by  a  small  feed,  pasture,  or  cotton  crop. 

G.  L.  Jordan 


AGRICULTURAL  ECONOMIC  FORUMS  ON  THE  AIR 

EVERY  FRIDAY  AT  11:30  A.M.  (C.S.T.) 
STATION  WILL,  580  KILOCYCLES 

July  12 — "High  Spots  in  the  Study  of  the  Farm  Business" — M.  L.  Mosher,  R.  J. 

Mutti,  R.  W.  Bartlett. 
July  19 — "The  Current  Economic  Situation  as  It  Affects  the  Farmer" — H.  C.  M. 

Case,  G.  L.  Jordan,  R.  W.  Bartlett. 
July  26 — "How  Can  We  Reduce  Unemployment  and  Increase  Farm  Income?" — 

R.  W.  Bartlett,  G.  L.  Jordan,  L.  J.  Norton. 
August  2 — "What  Rural  Organizations  in  Illinois  Are  Doing" — G.  T.   Hudson, 

D.  E.  Lindstrom,  R.  W.  Bartlett. 

The  last   10  minutes  of  each  program  will  be  devoted  to  market   reviews  by   L.   H.   Simerl. 


Footnotes   for  the   following  page: 

i-i2T/he  first  source  is  for  annual  data;  the  second  is  for  current  data  from  which  tables  may  be  brought 
o  date. 

'Survey  of  Current  Business,  1936  supplement,  U.S.  Dept.  of  Commerce;  subsequent  monthly  issues. 
Same  as  footnote  1.  'Illinois  Crop  and  Livestock  Statistics,  Circular  438  (1937);  monthly  mimeographs  of 
statistical  Tables  for  Illinois  Crop  Report,  converted  from  1910-14  =  100  to  1924-29  =  100  by  multiplying 
iy  .7151.  4Agricultural  Situation,  Bureau  of  Agricultural  Economics,  U.S.D.A.;  Agricultural  Situation, 
onverted  from  1910-14  =  100  to  1924-29  =  100  by  multiplying  by  .6486.  'Calculated  from  data  furnished 
<y  Bureau  of  Agricultural  Economics;  Survey  of  Current  Business,  seasonally  adjusted.  "Calculated  by 
)epartment  of  Agricultural  Economics,  University  of  Illinois,  seasonally  adjusted.  Data  from  Farm  Income, 
lureau  of  Agricultural  Economics;  B.A.E.  monthly  mimeograph.  Receipts  from  Sale  of  Principal  Farm 
'roducts  (government  payments  not  included).  'Obtained  by  dividing  Index  of  Illinois  Farm  Income 
column  6)  by  Index  of  Prices  Paid  by  Farmers  (column  4).  'Monthly  Indexes  of  Non-Agricultural  and 
National  Income,  Supplement,  August,  1937,  B.A.E. ;  Price  and  Demand  Situation,  or  Agricultural  Situa- 
on.  "Survey  of  Current  Business,  1938  Revision;  subsequent  monthly  issues,  unadjusted  for  seasonal 
ariation.  10Federal  Reserve  Bulletin  of  Federal  Reserve  Board,  September,  1933  and  subsequent  issues; 
urvey  of  Current  Business,  seasonally  adjusted.  "Preliminary  estimate.  "Illinois  Crop  and  Livestock 
tatistics,  Cir.  438;  Monthly  price  releases,   State  Agricultural  Statistician. 
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Table  A. — Indexes  of  United  States  Agricultural  and  Business  Conditions 


Commod 

lty  prices 

Income  from  farm  marketings 

Non- 
agricul- 
tural 
income8 

Factory 
payrolls' 

Wholesale  prices 

Illinois 
farm 
prices3 

Prices 
paid  by 
farmers4 

U.S. 

In 

money5 

Illinois 

Indus- 
trial 
produc- 
tion1" 

month 

All  com- 
modities' 

Farm 

products2 

In 
money8 

In  pur- 
chasing 
power7 

1929 

1926 
95 
86 
73 
65 
66 
75 
80 
81 
86 
79 
77 

76 

75 
75 
79 
79 
79 
79 
79 
79 
78 
79 
78 
77u 

1926 
105 

88 

65 

48 

51 

65 

79 

81 

86 

69 

65 

62 
63 
61 
69 
67 
67 
68 
69 
68 
68 
69 
68 
67" 

1924-29 
104 
89 
62 
41 
45 
61 
82 
86 
96 
69 
65 

62 
61 
58 
71 
67 
67 
66 
68 
67 
66 
67 
69 

1924-29 
99 
94 
80 
69 
71 
80 
81 
80 
84 
80 
78 

78 
78 
77 
79 
79 
79 
79 
79 
79 
79 
80 
80 

1924-29 
103 
83 
58 
43 
49 
57 
64 
74 
80 
72 
72 

64 
63 
66 
74 
76 
76 
79 
79 
83 
76 
82" 

1924-29 
103 
87 
58 
43 
51 
55 
65 
82 
87 
81 
81 

72 

70 

62 

78 
101 

93 

99 
100 
100 

98 

76 

1924-29 
104 

93 

72 

62 

72 

69 

80 
103 
103 
101 

97 

92 

90 

80 

98 
127 
117 
125 
126 
126 
124 

96 

1924-29 
107 
100 

87 

68 

63 

72 

77 

90 

95 

88 

93 

92 
92 
93 
93 
95 
96 
97 
96 
95 
95 
94 

1923-25 
110 

89 

68 

47 

50 

64 

74 

86 
102 

78 

91 

87 

84 

90 

94 
102 
102 
104 

98 

98 

98 

96 

96 

1923-25 
119 

1930 

96 

1931 

81 

1932 

64 

1933 

76 

1934.  .           

79 

1935 

90 

1936 

105 

1937 

110 

1938 

86 

1939      

105 

1939  June 

98 

July 

101 

August 

Sept 

103 

111 

Oct 

121 

124 

Dec 

128 

1940  Jan 

119 

Feb 

109 

104 

102 

105" 

117" 

May 

Table  B. — Prices  of  Illinois  Farm  Products" 


Product 


Corn,  bu 

Oats,  bu 

Wheat,  bu 

Barley,  bu 

Soybeans,  bu. . . 

Hogs,  cwt 

Beef  cattle,  cwt. 
Lambs,  cwt. .  .  . 
Milk  cows,  head 
Veal  calves,  cwt. 

Sheep,  cwt 

Butterfat,  lb. .  .  . 

Milk,  cwt 

Eggs,  doz 

Chickens,  lb.. . . 

Wool,  lb 

Apples,  bu 

Hay,  ton 

Potatoes,  bu. . . . 


Calendar  year  average 


$   .81 

.42 

1.30 

.66 

1.94 

9.97 

8.57 

12.22 

78.00 

11.27 

6.52 

.42 

2.32 

.30 

.21 

.36 

1.59 

13.38 

1.39 


1938 


$   .45 

.24 

.68 

.53 

.75 

8.06 

7.68 

7.76 

60.00 

8.89 

3.36 

.25 

1.66 

.19 

.15 

.21 

.95 

7.65 

.73 


1939 


$   .43 

.28 

.67 

.41 

.74 

6.56 

8.18 

8.18 

63.00 

9.15 

3.44 

.23 

1.59 

.16 

.13 

.25 

1.07 

6.05 

.80 


May 
1939 


$    .44 

.29 

.68 

.41 

.85 

6.60 

8.50 

8.70 

63.00 

8.80 

3.60 

.20 

1.40 

.13 

.14 

.22 

1.45 

6.20 

.85 


Current  months 


March 


$   .51 

.38 

.93 

.46 

1.00 

4.90 

8.10 

8.60 

64.00 

10.00 

3.70 

.26 

1.60 

.14 

.12 

.30 

1.15 

7.00 

.90 


April 


$   .54 

.38 

.97 

.48 

.97 

4.95 

8.20 

8.90 

65.00 

9.50 

3.70 

.26 

1.55 

.13 

.13 

.28 

1.25 

7.00 

.90 


May 


$    .60 

.35 

.87 

.47 

.92 

5.50 

8.40 

8.90 

65.00 

9.70 

3.60 

.25 

1.50 

.14 

.14 

.30 

1.35 

7.70 

.90 


1_12For  sources  of  data  in  tables  see   previous  page. 
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PROSPECTS  FOR  CATTLE  FEEDING  IN  THE  LIGHT  OF  AN 
INDEX  OF  CATTLE  FEEDING  PROFITS 

Many  Illinois  cattle  feeders  make  most  of  their  purchases  of  feeder  cattle 
during  the  late  summer  and  early  fall.  This,  consequently,  is  a  time  for  them  to 
consider  carefully  the  cost  of  feeders  in  the  light  of  prospects  for  prices  of  new 
crop  corn  and  of  fed  cattle  during  the  coming  months.  In  August  and  September 
of  1939,  good  feeder  steers  of  500  to  800  pounds  at  Kansas  City  averaged  nearly 
$8.50  per  hundred.  In  the  late  winter  and  spring  good  fed  steers  weighing  900 
to  1100  pounds  averaged  a  little  better  than  $10.00  per  hundred  pounds  at  Chicago. 
Under  such  market  conditions  and  with  prevailing  feed  prices,  cattle  feeders 
generally  were  able  to  make  better  than  average  profits  on  stock  purchased  in  the 
late  summer  or  early  fall  and  marketed  in  late  winter  or  early  spring.    It  is  doubt- 
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Fig.  1.    Profits  and  Losses  Per  Steer* 
There  appears  to  be  a  marked  cyclical  tendency  in  the  net  returns  from  feeding  "good" 
steers.  However,  the  returns  have  fluctuated  quite  erratically. 

ful  whether  cattle  market  conditions  during  the  coming  year  will  prove  as  favor- 
H  able  to  feeders.  In  the  past  8  months  prices  of  finished  cattle  have  been  well 
maintained  in  spite  of  marked  declines  in  hog  prices,  but  increased  supplies  of 
pork  are  nevertheless  a  weakening  factor  in  the  cattle  market.  Furthermore, 
cattle  feeding  returns  have  been  favorable  over  so  long  a  period  that  there  is  con- 
siderable danger  that  feeding  may  be  overdone  in  the  coming  year  so  that  for 
the  majority  of  feeders  it  may  be  unprofitable. 

Figure  1  shows  a  monthly  index  of  cattle  feeding  profits.    This  is  one  of  a 
number  of  such  indexes  that  have  been  computed  by  the  Department  of  Agricul- 
tural Economics  of  the  University  of  Illinois.    It  shows  the  varying  profitableness 
*  of  one  of  the  most  typical  types  of  cattle  feeding  and  is  consequently  of  assistance 
ilin  measuring  the  changes  which  have  taken  place  in  cattle  feeding  returns  during 
past  years  and  in  judging  the  prospects  for  the  future.    It  will  be  noted  that 
although  cattle  feeding  returns  fluctuate  quite  erratically,  there  is  nevertheless 
ila  marked  cyclical  tendency.   Periods  of  good  profits  usually  alternate  with  periods 
of  losses.   Periods  of  a  year  or  more  when  the  net  margin  from  feeding  operations 
has  been  above  the  average  of  the  past  18  years  have  usually  been  followed  by 
periods  when  the  opposite  was  true — when  net  margins  were  less  than  average. 
This  fluctuation  of  cattle  feeding  returns  from  profits  to  losses  and  back  again 


)eviations  of  net  margin  from  the  1922-1939  average  of  $11.11  per  steer. 
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Fig.  2.   Prices  of  Good  Steers  at  Chicago  and  Prices  7  Months  Previous 
of  Good  Feeder  Steers  at  Kansas  City 
Much  of  the  variation  in  profits  and  losses  per  steer  can  be  accounted  for  in  the  com- 
parative fluctuations  of  the  price  of  the  feeder  steer  and  the  finished  steer. 


is  dependent  upon  a  number  of  different  factors  of  costs  and  returns.  One  may 
summarize  the  principal  reasons  for  the  cyclical  tendency  by  saying  that  a  period 
of  highly  profitable  feeding  returns  tends  to  cause  more  cattle  to  be  fed  which 
in  turn  tends  to  raise  the  price  of  feeder  stock  and  to  lower  the  price  of  fed 
cattle  when  the  finished  cattle  come  to  market.  Fluctuating  production  and  prices 
of  corn  and  other  feedstuff's,  also  contribute  to  the  changes  in  feeding  profits, 
tending  both  to  perpetuate  the  cycle  and  to  contribute  to  the  irregularity  of  the 
fluctuations. 

It  will  be  noted  that,  except  for  a  few  months  during  the  latter  half  of  1939, , 
the  index  shown  in  Figure  1  has  been  above  average  for  about  two  years.  This 
suggests  that  unless  some  unusual  circumstances  (such  as  a  sustained  improve- 
ment in  the  demand  for  finished  cattle  or  a  short  corn  crop)  prevent,  we  are  likely 
to  have  in  the  near  future  a  period  in  which  cattle  feeding  will  be  unprofitable — 
or  for  the  better  feeders,  a  period  in  which  feeding  will  be  less  profitable  than 
usual. 

While  the  foregoing  indicates  briefly  the  nature  of  the  accompanying  index- 
of  cattle  feeding  profits,  further  explanation  of  the  way  in  which  it  is  constructed; 
is  necessary  for  an  understanding  of  what  it  shows  and  what  are  its  limitations. 
It  is  to  be  recognized  first  of  all  that  cattle  feeding  profits  vary  widely,  not  only 
from  month-to-month  and  from  year-to-year,  but  between  individuals.  Two 
feeders  who  purchased  the  same  grade  of  steers  at  the  same  time  and  who  sole 
their  finished  steers  at  the  same  time  may  obtain  widely  different  results.  One, 
because  of  the  efficiency  with  which  he  is  able  to  put  on  gains,  or  because  of  the- 
high  finish  of  his  fed  cattle,  may  make  a  profit  while  the  other,  because  of  his 
less  efficient  feeding  methods,  or  because  of  his  failure  to  buy  feed  wisely,  may 
lose  money.  The  index  under  discussion  shows  nothing  of  such  differences 
between  individuals.  It  shows  rather  the  month-to-month  differences  in  return 
which  a  typical  feeder  might  obtain  by  following  an  unchanging  system  of  dry- 
lot  feeding,  purchasing  "good"  yearling  feeder  steers  on  the  Kansas  City  market 
and  selling  them  seven  months  later  at  Chicago.  Different  results  would,  of> 
course,  be  obtained  from  different  grades  of  cattle,  from  feeding  periods  of 
different  lengths,  or  from  different  rations. 

In  constructing  the  index,  explicit  account  is  taken  of  all  purchasing  anc 
marketing  costs  including  freight,  commissions,  insurance,  yardage,  bedding,  etc 
Feed  charges  are  based  on  feed  prices  prevailing  in  the  month  when  the  steers 
were  purchased.  Since  no  reliable  data  are  available  concerning  changes  in  thd 
value  of  labor  and  equipment  used  on  the  farm  or  of  the  value  of  the  fertility 
returned  to  the  land  as  a  result  of  feeding  operations,  these  items  are  taker 
account  of  only  by  the  process  of  showing  the  profits  as  deviations  from  th< 
average.  Average  cattle  feeding  returns  over  a  period  of  years  may  be  lookec 
upon  as  being  sufficient  only  to  pay  for  all  the  costs  incurred,  including  the  labor 
management  and  risk  of  the  feeder.    In  this  sense,  consequently,  the  shaded  area: 
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•MARKETING    COSTS' 


Fig.  3.   Gross  Margin,*  Value  of  Feed,  and  Marketing  Costs  Per  Steer 
The  net  margin  per  steer  tends  to  be  greater  in  periods  of  increasing  feed  costs  than  in 
periods  in  which  the  feed  costs  are  steady  or  declining. 

of  Figure  1  represent  periods  when  cattle  feeding  was  truly  profitable  and  the 
black  areas  are  in  periods  when  most  feeders  were  losing  money — in  the  sense 
of  not  making  sufficient  profit  to  pay  adequately  for  their  work  and  risk. 

Figure  2  shows  the  two  cattle  price  series  which  are  used  in  the  construction 
of  the  index.  The  upper  line  represents  the  average  price  of  "good"  900  to  1100 
pound  finished  steers  at  Chicago,  whereas  the  other  shows  the  price  seven  months 
previous  of  "good"  500  to  800  pound  feeder  steers  at  Kansas  City.  The  com- 
parative fluctuations  of  these  two  series  and  of  the  cost  of  feed,  account  for  much 
of  the  variation  in  the  index. 

In  Figure  3  the  gross  margin  between  the  value  of  a  finished  steer  and  the 
value  of  the  feeder  steer  is  compared  with  the  variations  in  the  cost  of  feed.  The 
gross  margin  represents  the  difference  between  the  value  of  a  1025  pound  "good" 
fed  steer  at  Chicago  and  a  650  pound  "good"  feeder  steer  in  Kansas  City  seven 
months  earlier.  The  cost  of  feed  represents  the  value  of  35.8  bushels  of  corn, 
.81  ton  of  alfalfa  hay,  and  .16  ton  of  cottonseed  meal.  It  is  typical  for  Illinois 
feeders  to  make  use  of  pasture  and  silage  in  their  steer  feeding  operations,  but 
no  monthly  price  series  of  these  are  available.  Presumably,  however,  the  value 
of  pasture  and  silage  to  the  feeder  will  vary  closely  with  changes  in  the  value 
of  hay  and  corn,  hence  the  method  used  for  calculating  the  value  of  feed  gives 
results  which  are  consistent  with  the  more  usual  feeding  practice. 

The  feed  prices  used  are  those  prevailing  in  the  month  in  which  the  steers 
are  purchased.  When  the  decision  is  made  to  feed  cattle,  essentially  a  choice  is 
made  between  selling  corn  in  the  market  and  disposing  of  it  through  the  feeding 
of  beef  cattle.  The  main  difficulty  of  this  procedure  results  when  cattle  are 
purchased  in  the  late  summer  or  early  fall  of  a  year  following  a  short  corn  crop. 
Under  such  circumstances  corn  is  charged  at  a  higher  price  than  the  price  of 
the  new  crop  corn  which  is  actually  fed  the  cattle.  As  a  result,  the  profits  index 
Is  lowered  materially  in  the  spring  months  (seven  months  after  the  high  corn 
price)  of  these  years,  but  a  careful  analysis  shows  that  it  does  not  materially 
iffect  the  general  cyclical  pattern  of  the  index,  consequently  a  more  complicated 
procedure  of  evaluating  the  feed  is  not  warranted. 

To  arrive  at  the  net  margin  per  steer,  it  is  necessary  to  deduct  from  the  gross 
nargin  both  the  value  of  the  feed  and  the  costs  of  purchasing,  transporting,  and 
narketing  the  steers.  There  have  been  wide  fluctuations  in  the  feed  costs,  but 
"datively  little  change  in  the  other  costs,  which  may  be  briefly  termed  "market- 
ng  costs."  These  latter,  which  include  the  average  cost  of  rail  transportation 
tjo  and  from  a  number  of  typical  feeding  regions  in  central  and  western  Illinois, 
lave  amounted  in  recent  months  to  $6.45  per  steer.  The  calculated  net  margin 
vhich  resulted  from  subtracting  both  the  feed  cost  and  "marketing  cost"  is  shown 
Ily  Figure  4. 

It  will  be  noted  that  there  are  only  a  few  short  periods  when  there  has  not 
een  a  positive  net  margin — that  is,  when  the  value  of  the  finished  steer  has  not 

'Difference  between  value  of  1025  pound  "good"  steer  at  Chicago  and  650  pound  "good"  feeder  steer 
I  months  previous  at  Kansas  City. 


383 


sooo 

2SJ0O 


A    M 

A      tJ\ 

X-— ~ 

.     tf 

•tJfok 

rfltK\ 

WV./V?' 

jv^ 

TV 

If 

II        If 

24         25         26         27 

Fig.  4.  Net  Margin  Per  Steer* 
There  have  been  only  a  few  short  periods  in  cattle  feeding  since  1922  in  which  there 
has  not  been  a  positive  net  margin ;  i.e.,  when  the  value  of  the  fed  steer  has  not  been  greater 
than  the  cost  of  the  feeder  steer,  feed  costs,  and  marketing  costs.  This  net  margin  averaged 
about  $11.00  per  steer  and  represented  labor  and  management  wage,  payment  for  risk  in- 
curred, and  miscellaneous  costs. 


exceeded  the  value  of  the  feeder  steer  seven  months  earlier,  plus  the  value  of 
feed  and  the  marketing  costs.  It  should  not  be  assumed,  however,  that  cattle  feed- 
ing has  been  profitable  whenever  this  net  margin  is  above  zero.  The  cattle  feeder 
is  put  to  expense  for  veterinary  services  and  for  his  feeding  equipment  as  well 
as  for  hired  labor  to  care  for  his  cattle.  Furthermore,  his  own  labor  and  manage- 
ment ability  as  well  as  the  risk  which  he  bears  are  economic  costs  which  must 
in  the  long  run  be  paid  for  by  the  purchaser  of  fed  cattle.  On  the  other  hand  the 
farmer  receives  some  value  from  the  fertility  returned  to  the  soil  by  the  cattle. 
The  very  fact  that  the  net  margin  has  averaged  approximately  $11.00  per  steer 
during  the  past  18  years  indicates  that  there  is  a  net  cost  (including  wages  of 
management)  of  approximately  $11.00  in  addition  to  those  costs  of  which  specific 
account  has  been  taken  in  arriving  at  the  "net  margin."  By  subtracting  this  figure 
from  the  net  margin,  we  arrive  at  the  index  of  cattle  feeding  profits  and  losses 
which  is  shown  by  Figure  1.  E.  J.  Working 

QUANTITY  DISCOUNTS  AS  A  MEANS  OF  INCREASING 
MILK  CONSUMPTION 

Several  studies  made  at  the  University  of  Illinois  show  that  a  decrease  in  the 
price  of  milk  causes  consumption  to  increase  but  that  an  increase  in  the  price  of 
milk  causes  consumption  to  decrease.1  These  studies  also  show  that  high  retail 
wagon  prices  relative  to  store  prices  in  several  markets  have  brought  about  an 
increase  in  store  sales  of  milk  and  a  subsequent  decrease  in  wagon  sales.  To  re 
verse  this  tendency,  the  retail  wagon  price  must  be  lowered  to  meet  store  compe 
tition.  In  several  markets,  including  St.  Louis,  Chicago,  New  York,  and  Cham- 
paign-Urbana,  Illinois,  this  reversal  has  been  accomplished  through  the  sale  of 
milk  on  retail  routes  at  prices  which  are  lower  when  milk  is  purchased  in  larger 
quantities,  and  which  are  comparable  to  prices  already  in  effect  at  plant  and  retai' 
stores. 

Quantity  discounts  on  regular  retail  routes  were  introduced  in  the  Champaign- 
Urbana  market  in  1932  as  a  result  of  the  competition  of  small  independent  pro- 
ducer-distributors who  sold  milk  at  prices  considerably  below  those  charged  b) 
older  retail  distributors.  Although  at  first  the  listed  discount  was  one  cent  pei 
quart  on  home  deliveries  of  4  quarts  or  more,  in  1935  the  gallon  jug  was  intra 
duced  at  a  listed  discount  of  2  cents  per  quart.  More  recently  the  discount  ha; 
been  reduced  to  l-)4  cents  per  quart,  but  deliveries  are  made  in  4  single  quar 
units  rather  than  in  gallon  jugs.  Consumers  in  Champaign-Urbana  have  increase* 
their  use  of  the  quantity  discount  in  recent  years.    Thus  in  March,  1938,  mor 


'Gross  margin  minus  value  of  feed  and  purchasing  and  marketing  costs. 

Mtartlett,  K.  W.:  increasing  the  Efficiency  of  Milk  Distribution.  University  of  Illinois,  Departmer 
of  Agricultural  Economics,  Mimeographed  Report  AE-693;  Some  Consumption  Studies,  University  t 
Illinois,  Department  of  Agricultural  Economics,  Mimeographed  Report  AE-126.S;  Increasing  Milk  Consumi 
tion   Through    the    Use   of   Quantity   Discounts,   Illinois  Farm  Economics,   March,    1940,   p.   329. 
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Table  1. — Proportion  of  Patrons  Taking  Milk  on  a  Quantity-Discount  Basis  and 

Proportion  of  Retail  Milk  Sales  Sold  in  Gallon  Lots,  for 

March  of  the  Six  Years,  1933-1938 


Year 

Total  number 
of  patrons 

Number  of  patrons 

on  the  discount 

basis 

Percent  of  patrons 

on  the  discount 

basis 

Percent  of  milk 
sales  sold  in 
gallon  lots 

1933 

1934 

1935 

1936 

1937 

1938 

1   323 
1   184 
1   384 
1   364 
1   436 
1   564 

26 
19 
154 
192 
279 
317 

1.97 
1.60 
11.13 
14.08 
19.43 
20.27 

5.55 
5.92 
22.99 
28.10 
34.29 
35.26 

than  20  percent  of  the  families  included  in  this  study  made  use  of  the  discount 
privilege  as  compared  with  less  than  2  percent  in  March,  1933  (Table  1).  The 
volume  of  milk  sold  on  a  quantity-discount  basis  increased  from  5]/2  percent  of 
the  retail  sales  in  1933  to  over  35  percent  in  1938. 

The  increase  in  gallon-lot  sales  in  Champaign-Urbana  is  similar  to  that  found 
in  St.  Louis.  In  the  fall  of  1938  price  reductions  in  St.  Louis  of  3  to  4  cents  per 
quart  for  milk  in  gallon  lots  caused  the  proportion  of  total  home  deliveries  of 
milk  sold  in  gallon  lots  to  increase  from  6.8  percent  in  July,  1938,  to  22.2  percent 
in  July,  1939.1 

Effect  of  Quantity  Discounts  Upon  Per  Capita  Consumption  of  Milk.  An 
analysis  of  the  effect  of  the  purchase  of  milk  in  larger  units  in  Champaign-Urbana 
showed  the  following  results: 

1.  The  introduction  of  the  quantity  discounts  materially  increased  the  per 
capita  consumption  of  milk,  particularly  during  the  first  few  months  of  its  use. 

Table  2. — Effect  of  the  Use  of  Quantity  Discounts  Upon  the  Per  Capita  Consump- 
tion of  Milk  for  Groups  of  Patrons  Using  These  Discounts  for 
Specific  Periods  of  Time,  1933-1938a 


Period  of  timeb 


Group  A 

6  months  before .... 

6  months  after 

6  to  12  months  after. 
12  to  18  months  after. 
18  to  24  months  after. 

Group  B 

6  months  before .... 

6  months  after 

6  to  12  months  after. 
12  to  18  months  after. 


Group  C 

6  months  before .... 

6  months  after 

6  to  12  months  after. 


Group  D 

6  months  before . 
6  months  after. . 


Number  of 
patrons 


53 
53 
53 
53 
53 


89 
89 

89 
89 


135 
135 
135 


154 
154 


Average  per  capita 
consumption 


pints 
.8489 
.9717 
.9220 
.9131 
.9163 


.8210 
.9474 
.9097 
.8975 


.8077 
.9515 
.9277 


.8125 
.9625 


Percent  of  base 
period 


100.00 
114.49 
108.61 
107.68 
107.94 


100.00 
115.41 
110.80 
109.39 


100.00 
1 1 7 . 85 
114.85 


100.00 
118.46 


"Compiled  from  the  retail  route  books  of  a  distributor. 

bA  record  of  milk  consumption  was  made  from  the  retail  route  delivery  books  of  a  distributor  for  the  period  of 
1933  through  1938.  All  patrons  were  included  who,  at  one  time  or  another,  had  secured  their  milk  on  a  quantity- 
discount  basis.  Of  the  total  number  of  records  studied,  154  were  complete  enough  to  allow  a  comparison  between 
the  6  months  before  the  patrons  changed  to  the  quantity-discount  basis  and  the  6  months  after  they  had  changed 
;o  that  basis.  Of  these  154  patrons,  135  had  been  taking  milk  on  the  quantity-discount  basis  for  12  months,  89  for 
18  months,  and  53  for  24  months,  and  these  groups  were  compared  to  the  base  period  for  each  6-month  interval. 


1Bartlett,    R.    W.:      Increasing    Milk    Consumption    Through    the    Use    of    Quantity    Discounts,    Illinois 
Farm  Economics,  March,   1940,  p.  329. 
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Table  3. — Effect  of  the  Use  of  Quantity  Discounts  Upon  the  Per  Capita  Consumption 

of  Milk  for  Groups  of  Patrons  in  the  Various  Income  Levels  Using 

These  Discounts  for  Specific  Periods  of  Time,  1933-1938 


High-income  group 

Medium-income  group 

Low-income  group 

Period  of  time 

Number 

of 
patrons 

Average 

percapita 
consump- 
tion 

Percent 

of  base 
period 

Number 

of 
patrons 

Average 
percapita 
consump- 
tion 

Percent 
of  base 
period 

Number 

of 
patrons 

Average 
percapita 
consump- 
tion 

Percent 

of  base 
period 

Group  A  average 

6  months  after 

6  to  12  months  after.  . 
12  to  18  months  after.  . 
18  to  24  months  after.  . 

Group  B  average 

6  months  before 

6  months  after 

6  to  12  months  after.  . 
12  to  18  months  after.  . 

Group  C  average 

6  months  after 

6  to  12  months  after.  . 

Group  D  average 

6  months  before 

6  months  after 

44 
44 
44 
44 
44 

72 
72 
72 
72 

102 
102 
102 

119 
119 

pints 
.8682 
.9855 
.9420 
.9260 
.9254 

.8251 
.9540 
.9188 
.9066 

.8152 
.9588 
.9332 

.8231 
.9699 

100.0 
113.5 
108.5 
106.7 
106.6 

100.0 
115.6 
113.6 
109.9 

100.0 
117.6 
114.5 

100.0 
118.1 

7 
7 
7 
7 
7 

14 
14 
14 
14 

26 
26 
26 

27 
27 

pints 
.7417 
.8779 
.8284 
.8219 
.8521 

.8242 
.9232 
.9049 
.8756 

.7889 
.9139 
.9181 

.7776 
.9199 

100.0 
118.4 
111.7 
110.8 
114.9 

100.0 
112.0 
109.8 
106.2 

100.0 
115.8 
116.4 

100.0 
118.3 

2 
2 
2 
2 
2 

3 
3 
3 
3 

7 
7 
7 

8 
8 

pints 
.8000 
1.0021 
.8111 
.9741 
.9408 

.7065 
.9051 
.7136 
.7987 

.7679 
.9972 
.8824 

.7997 
.9954 

100.0 
125.3 
101.4 
121.8 
117.6 

100.0 
128.1 
101.0 
113.0 

100.0 
129.9 
114.9 

100.0 
124.5 

2.  The  use  of  the  quantity  discounts  was  largely  limited  to  high-income  fami- 
lies whose  per  capita  consumption  previously  was  materially  higher  than  was  the 
average  market  consumption. 

3.  The  greatest  increase  in  per  capita  consumption  of  milk  was  found  for  the 
limited  number  of  families  in  the  low-income  group. 

4.  Although  the  per  capita  consumption  in  all  income  groups  tended  to  de- 
crease after  the  first  few  months  when  the  plan  was  used,  milk  consumption  was 
still  substantially  higher,  even  after  two  years,  than  it  was  before  the  plan 
was  used. 

This  study  showed  that  1541  families  increased  their  per  capita  consumption 
from  an  average  of  .81  pint  daily  for  the  6  months  before  they  changed  to  the 
quantity-discount  plan  of  buying  milk  to  .96  pint  daily  for  the  first  6  months  after; 
they  had  changed  to  the  plan  (Table  2).  This  increase  amounted  to  over  1 
percent. 

Customers  who  took  advantage  of  the  discount  privilege  were  those  who 
normally  consumed  more  than  the  average  amount  of  milk.  The  average  per 
capita  consumption  of  the  154  families  was  .81  pint  daily  as  compared  with  .61 
pint  daily,  the  average  for  the  market  as  a  whole  for  the  same  period. 

Following  the  large  increase  during  the  first  6  months,  these  families  tended 
to  reduce  their  consumption.  Thus,  records  of  53  families  showed  a  decline  in 
their  per  capita  consumption  of  milk  from  .97  pint  daily  for  the  first  6  months 
after  they  started  buying  milk  in  gallon  lots  to  .92  pint  daily  after  they  had  used 
the  quantity-discount  method  for  2  years  (Table  2).  However,  this  consumption 
of  .92  pint  was  8  percent  higher  than  their  consumption  had  been  before  thev 
used  the  plan. 

Quantity  Discounts  Used  Most  by  High-Income  Families.  The  majority 
of  the  families  using  the  discount  basis  were  in  the  high-income  group  (Table  3) 
Of  the  154  families,  119  were  in  the  high-income  areas  of  the  market,  27  were  ir 
the  medium-income  areas,  and  only  8  were  in  the  low-income  areas. 


'See  footnote  "b,"  Table  2. 
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Before  the  patrons  changed  to  the  quantity-discount  plan,  the  per  capita  con- 
sumption of  milk  was  slightly  higher  in  the  high-income  group.  In  this  group, 
the  per  capita  consumption  of  milk  was  .82  pint  daily  as  compared  with  .78  pint 
daily  in  the  medium-income  group,  and  .80  pint  daily  in  the  low-income  group. 

The  increase  in  milk  consumption  in  the  first  6  months  after  the  patrons  had 
changed  to  the  quantity-discount  plan  was  greatest  in  the  low-income  group.1  In 
this  group,  the  per  capita  consumption  of  milk  increased  24.5  percent  as  compared 
with  18.3  percent  in  the  medium-income  group,  and  18.1  percent  in  the  high- 
income  group. 

The  decline  in  consumption  with  the  passage  of  time  was  greatest  in  the  high- 
income  group.  In  this  group,  the  per  capita  consumption  of  milk  was  only  6.6 
percent  greater  after  2  years  as  compared  with  14.9  percent  in  the  medium-income 
group,  and  17.6  percent  in  the  low-income  group. 

Conclusions  and  Recommendations.  The  high  proportion  of  families  using 
the  plan  in  the  high-income  group  indicates  that  the  quantity-discount  plan,  as 
used  in  this  market,  fits  their  needs  better  than  it  fits  the  needs  of  the  low-  and 
medium-income  groups.  Hence,  if  further  increases  in  milk  consumption  are 
to  be  encouraged,  milk  prices  should  apparently  be  changed  so  that  they  will  fit 
the  needs  of  the  medium-  and  low-income  consumers.    Suggested  changes  are: 

1.  Continue  the  present  plan  of  selling  4  quarts  of  home-delivered  milk  for 
37  cents,  or  at  a  discount  of  L)4  cents  per  quart  from  the  11-cent  home-delivered 
price  of  single  quarts. 

2.  Introduce  a  quantity  discount  of  1  cent  per  quart  for  2-quart  purchases, 
or  2  quarts  for  20  cents.  This  discount  is  in  line  with  similar  ones  offered  for 
2-quart  purchases  in  the  St.  Louis  and  Chicago  markets.  Such  a  discount  would 
not  only  increase  the  purchases  of  the  low-  and  medium-income  groups  but  would 
also  affect  those  high-income  families  in  which  the  size  of  family  makes  it  im- 
practical to  buy  milk  in  gallon  lots. 

3.  Encourage  store  sales  by  offering  consumers  a  discount  of  1  cent  per  quart 
from  the  home-delivered  price.  On  the  basis  suggested,  this  discount  would  mean 
4  quarts  for  33  cents,  2  quarts  for  18  cents,  and  1  quart  for  10  cents.  This 
recommendation  is  in  line  with  the  practice  of  selling  store  milk  at  lower  prices 
in  many  markets,  including  New  York,  Chicago,. and  St.  Louis.  In  these  markets, 
low  store  prices  have  resulted  in  substantial  increases  in  milk  consumption. 

G.  A.  Lee 

FARM  ACCOUNT  RECORDS  AND  SURVEYS  INDICATE  FINANCIAL 
BENEFITS  OF  SOIL  CONSERVATION  PRACTICES 

Summary.   Farm  account  record  studies  on  250  farms  in  the  Edwardsville, 
LeRoy,  and  Freeport  Soil  Conservation  Areas   for   1939  revealed  that  a  well- 
planned  conservation  program,  which  embodies  the  best  physical  and  economic 
use  of  each  acre  of  the  farm,  is  paying  dividends  for  farmers  cooperating  in  the 
soil-conservation  and  erosion-control  program  in  these  areas.    Although  the  con- 
servation cooperators2  had  farm  plans  which  were  still  in  a  transition  stage,  their 
average  incomes  were  higher  than  were  those  on  the  noncooperating  farms.   With 
ef-ithe  better  land  use  and  greater  emphasis  on  soil  conservation  and  soil  improve- 
oilment,  the  incomes  on  the  cooperating  farms  should  increase  in  relation  to  those 
itlon  the  noncooperating  farms  as  time  passes  and  as  the  farm  business  becomes 
adjusted   to  the   increased   production  of   erosion-control   and   soil-improvement 
•  crops.    In  the  meantime,  these  conservation  cooperating  farms  are  maintaining 
their  soil  resources  as  a  heritage  for  future  generations. 


'This   fact  should  not  be  overemphasized   because   of  the   smallness  of  the   sample. 

Conservation  cooperators,  as  used  in  this  report,  refer  to  farmers  cooperating  with  the  Soil  Con- 
servation Service  as  distinguished  from  farmers  cooperating  with  the  Agricultural  Adjustment  Administra- 
tion.    Agricultural    Adjustment    Administration    cooperators    are    not   discussed    in    this    report. 
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The  detailed  farm  account  record  studies  show  the  following  significant 
results: 

(1)  Total  farm  expenses  an  acre  averaged  no  higher  on  the  conservation 
cooperating  farms  than  on  the  noncooperating  farms,  but  farm  incomes  averaged 
higher  on  the  conservation  cooperating  farms. 

(2)  Contour  farming  can  be  performed  at  no  apparent  increase  in  the  total 
farm  operating  expense,  and  it  results  in  higher  crop  yields. 

(3)  By  careful  selection  and  management  of  cows,  milk  can  be  produced 
efficiently  with  low  "out-of-pocket"  costs  on  a  high-roughage  ration. 

(4)  The  products  of  a  well-planned  conservation  program,  that  is,  good- 
quality  legume  hays  and  legume  and  nonlegume  pastures,  can  be  utilized  profitably 
through  well-managed  livestock  enterprises  with  the  result  that  soil  resources 
will  be  protected  and  desirable  farm  incomes  will  follow. 

Results  from  the  LeRoy  Area  (Grain  Farming).  The  LeRoy  Area  is 
located  in  McLean  county  in  the  cash-grain  type-of-f arming  section  of  Illinois. 
Corn,  oats,  and  soybeans  are  the  major  crops  grown,  and  grain  sales  constitute  the 
major  source  of  income.  About  70  percent  of  the  farmers  in  this  area  are  tenant 
operators,  and  an  additional  15  percent  are  part-owner  operators.  There  is  con- 
siderable indebtedness  on  the  owner-operated  farms.  Approximately  75  percent 
of  the  area  is  either  undulating  or  gently  rolling  prairie  land,  14  percent  is  level 
land  which  lies  along  the  drainage  ways,  and  the  remaining  11  percent  is  either 
rolling  or  gently  rolling  timberland,  much  of  which  has  been  cleared  of  the 
native  timber. 

Erosion  is  evident  on  all  of  the  slopes  in  this  area  and  is  particularly  noticeable 
in  the  areas  which  were  formerly  timbered.  Continuous  cropping  with  soil- 
depleting  and  clean-tilled  crops  has  so  depleted  organic  matter  and  available  soil 
fertility  in  most  of  the  area  that  erosion  is  progressing  at  an  increasing  rate. 

A  total  of  110  farm  records  was  secured  in  the  LeRoy  Area  for  1939.  Of  this 
number,  71  were  farms  cooperating  with  the  soil  conservation  program,  and  39 
were  neighboring  farms  not  cooperating  with  the  program.  The  soil  conservation 
plan  was  initiated  on  7  of  the  cooperating  farms  in  1934;  21,  in  1935;  18,  in 
1936;  10,  in  1937;  11,  in  1938;  and  4,  in  1939.  For  purposes  of  analysis,  the  co- 
operating and  noncooperating  farms  were  divided  into  three  groups  on  the  basis 
of  soil  ratings.  The  ratings  were  computed  from  the  soil  type,  percent  of  slope, 
and  degree  of  erosion.  The  average  soil  rating  was  2.53  on  the  cooperators'  farms 
and  2.18  on  the  noncooperators'  farms.  Since  the  soil  ratings  range  from  1,  the 
best,  to  10,  the  poorest,  the  noncooperators  had  somewhat  better  farms  than  did : 
the  cooperators.  The  110  farms  averaged  218  acres  in  size,  the  71  cooperating 
farms  averaging  226  acres  and  the  39  noncooperating  farms  averaging  205  acres. 
The  analysis  of  the  1939  data  for  the  LeRoy  Area  brought  out  the  following  facts 
which  can  be  stated  as  general  conclusions: 

1.  Although  the  conservation  cooperators  had  farm  plans  which  were  still  in 
a  transition  stage,  their  average  net  incomes  were  $2.54  an  acre  higher  than 
were  those  on  the  noncooperating  farms.1  (Net  incomes  were  $11.10  an  acre  ol 
the  cooperators'  farms  and  $8.56  an  acre  on  the  noncooperators'  farms.)  With 
the  better  land  use  and  greater  emphasis  on  soil  conservation  and  soil  improve- 
ment, the  incomes  on  the  cooperating  farms  should  increase  in  relation  to  those 
on  the  noncooperating  farms  as  time  passes  and  as  the  farm  business  becomes 
adjusted  i<»  the  increased  production  of  erosion-control  and  soil-improvement 
crops.  In  the  meantime,  these  conservation  cooperating  farms  are  maintaining 
their  soil  resources  as  a  heritage  for  future  generations. 

'Agricultural  Adjustment  Administration  payments  averaged  56  cents  an  acre  higher  on  the  farms 
of   tin  .in. ui    cooperators    than    on    those    »l'    tin-    noncooperators.     When    Agricultural    Adjustment 

Administration  payments  are  excluded,  net  incomes  an  acre  are  $1.98  more  on  the  cooperators'  farms. 
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Table   1. — Soil  Ratings,  Crop  Yields,  and  Soil-Building  Legumes,  LeRoy  Area,   1939 


Items 


Farms  cooperating 


High  soil 
rating 


Medium  soil 
rating 


Low  soil 
rating 


Farms  not  cooperating 


High  soil 
rating 


Medium  soil 
rating 


Low  soil 
rating 


Number  of  farms 

Average  soil  rating 

Corn,  bu.  per  acre 

Crop  yield  index  (average  of  all 

farms  =  100) 

Percent  of  tillable  land  in  soil-building 

legumes 


19 

1.82 
66 

114 

17 


35 

2.35 
60 

102 

19 


17 

3.90 
59 

96 

28 


15 

1.78 
59 

101 

10 


22 
2.30 

53 

85 
11 


2 
3.97 

47 

81 
5 


2.  Crop  yields  on  farms  with  comparable  soil  ratings  were  consistently  higher 
on  the  farms  of  conservation  cooperators  than  on  those  of  noncooperators.  These 
higher  yields  indicated  that  the  sound  land-use  program  on  these  farms,  which 
includes  approximately  twice  as  large  a  proportion  of  soil-building  legumes,  is 
paying  dividends  and  will  continue  to  pay  them. 

3.  Operating  expenses,  such  as  man  labor  and  horse  and  machinery  costs 
per  crop  acre,  were  somewhat  higher  on  the  cooperating  farms  than  on  the  non- 
cooperating  farms  because  the  cooperating  farms  had  fewer  crop  acres  and  higher 
harvesting  costs  due  to  higher  crop  yields.  However,  the  total  farm  expenses  an 
acre  in  this  area  averaged  no  higher  on  the  conservation  cooperating  farms  than 
on  the  noncooperating  farms,  in  large  part  due  to  the  fact  that  the  conservation 
cooperating  farmers  have  made  an  effort  to  do  much  of  the  work  in  connection 
with  the  conservation  program  during  their  spare  time  and  without  additional 
expenditure.  (Total  farm  expenses  an  acre  were  $10.44  on  the  cooperating  farms 
and  $10.33  on  the  noncooperating  farms.) 

4.  On  the  basis  of  soil  rating,  size  of  farm,  and  proportion  of  land  tillable, 
the  conservation  cooperators  have  made  considerable  advancement  in  the  ad- 
justment of  their  land  use  to  their  soil  resources,  especially  in  comparison  with 
the  noncooperating  farms.  The  land-use  pattern  on  the  noncooperating  farms  is 
such  that  soil  resources  on  these  farms  are  rapidly  being  depleted  and  such  that 
progressively  lower  yields  and  farm  incomes  are  likely  to  follow. 

5.  In  this  cash-grain  type-of-farming  area,  the  size  of  farm  was  smallest  on 
the  poorer  lands,  and  this  fact  indicates  the  need  for  land-use  adjustments  in 
these  poorer  areas.  Farmers  tended  to  crop  these  poorer  lands  rather  hard  in 
order  to  obtain  a  living  from  them.  A  wide  variation  exists  in  size  of  farm  and 
quality  of  soil  resources  available  on  the  farms  in  this  area ;  and  in  order  to  have 
an  income  sufficient  for  a  good  standard  of  living,  the  operators  of  the  small, 
rough-land  farms  must  do  an  especially  good  job  of  adjusting  their  land  use  to 
their  soil  resources  and,  furthermore,  must  utilize  efficiently  the  crops  grown  on 

Jthe  farm. 

6.  Tenure  problems  in  this  area  center  primarily  on  the  rented-land  farms  and 
Ibn  the  part-owner-operated  farms.  The  proportion  of  tenancy  in  this  area  is  very 
migh,  and  the  major  proportion  of  the  tenants  are  not  related  to  the  owners  of  the 

farms.  Part-owner  operators  tend  to  crop  unsparingly  the  land  which  they  rent. 
Similarly,  the  tenant  operators  tend  to  crop  their  farms  unsparingly  because,  for 
ithe  most  part,  these  tenants  have  short-term  leases  (usually  only  one  year).  Since 
:heir  leases  have  no  provision  for  reimbursement,  they  feel  that  they  will  not  be 
compensated  for  any  improvements  or  soil-conservation  or  erosion-control 
measures  which  they  might  initiate  at  their  own  expense.  The  "toll"  which  is 
being  exacted  on  the  fertility  of  these  tenant-operated  and  part-owner-operated 
r'arms  is  evidenced  by  the  crop  yields  which  average  lower  than  those  on  owner- 
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Table  2. — Tenure  Related  to  Land  Use,  Crop  Yields,  and  Amount  of  Livestock, 

LeRoy  Area,  1939 


[terns 


Farms  cooperating 


Owner- 
operated 
farms 


Part-owner- 
operated 
farms 


Tenant- 
operated 
farms 


Farms  not  cooperating 


Owner- 
operated 
farms 


Part-owner- 
operated 

farms 


Tenant- 
operated 

farms 


Soil  rating 

Acres  in  farm 

Percent  of  tillable  land  in: 

Grains 

Soil-building  legumes 

Crop  yield  index 

Value  of  feed  fed  to  productive  livestock 


2.83 
248 


2.44 
238 


63 

20 

110 

$2  263 


67 
19 

106 

)S1   636 


2.83 
215 

70 

20 
102 
339 


2.20 
149 

67 

11 

94 

55959 


2.03 
266 


7o 


92 

5762 


2.26 
201 

75 

11 

93 

2801 


operated  farms  with  similar  soil  ratings.  In  addition  tenant  farmers  and  part- 
owner  operators  are  cropping  their  land  "harder."  They  are  feeding  less  live- 
stock and  consequently  have  less  manure  to  return  to  the  soil. 

The  above  table  suggests  the  need  for  improvement  in  landlord-tenant  relation- 
ships and  the  need  for  a  provision  in  the  leasing  system  for  compensation  to  the 
tenant  for  unexhausted  improvements  made  by  him  in  case  he  has  to  move  before 
the  benefits  have  been  realized  on  such  improvements.  Likewise  reimbursement 
to  the  landlord  for  abuse  of  the  property  by  the  tenant  is  a  farm  lease  provision 
needing  attention. 

7.  The  conservation  cooperators  have  more  livestock  than  do  noncooperators, 
and  a  larger  proportion  of  their  livestock  is  of  the  roughage-consuming  type.  A 
considerable  expansion  of  the  livestock  enterprises  has  accompanied  the  adoption 
of  the  conservation  program  in  this  cash-grain  type-of-farming  area. 

8.  In  the  analysis  of  the  total  livestock  enterprise,  large  quantities  of  good- 
quality  legume  and  nonlegume  roughage  were  utilized  efficiently  by  livestock  on 
some  farms,  and  earnings  on  these  farms  were  maintained  at  a  high  level.  Strictly 
speaking,  the  problem  of  soil  conservation  is  one  of  land  use,  and  most  good 
land-use  programs  in  this  area  call  for  more  grasses  and  legumes  and  other 
forage  and  hay  crops.  Since  the  farm  is  an  economic  unit,  in  many  instances  a 
market  must  be  found  for  the  products  of  these  soil-conservation  and  soil-im- 
provement crops.  Efficient  roughage-consuming  livestock  offer  one  of  the  best 
markets  for  these  products  of  the  conservation  program,  particularly  if  good  live- 
stock management  is  practiced,  because  milk,  meat,  and  wool  can  be  produced  at 
a  relatively  low  cost,  especially  from  the  standpoint  of  "out-of-pocket"  costs. 

9.  More  consideration  might  well  be  given  to  increased  efficiency  of  the  live- 
stock enterprises  on  some  of  the  farms  in  this  area,  and  more  attention  should 
be  given  to  the  roughage-consuming  types  of  livestock.  In  this  area  where  most 
farms  sell  considerable  quantities  of  grain,  feed  purchases  may  well  be  limited 
largely  to  high  protein  supplements. 

10.  The  products  of  the  well-planned  conservation  program,  that  is,  good| 
quality  legume  hays  and  legume  and  nonlegume  pastures,  can  be  utilized  profitably 
through  well-managed  livestock  enterprises  with  the  result  that  soil  resources  will 
be  protected  and  desirable  farm  incomes  will  follow.  On  those  farms  where 
roughages  comprised  30  percent  or  more  (an  average  of  37  percent)  of  the  tota' 
feed  cost,  returns  per  $100  of  feed  fed  livestock  were  $155  ;  for  each  $100  of  feec 
fed  on  farms  where  roughages  comprised  less  than  30  percent  (an  average  ol 
18  percent)  of  the  total  \w^  cost,  returns  were  only  $143. 

11.  Contour  farming  on  undulating  and  rolling  land  is  a  sound  conservatior 
practice   which   can   be   performed   in   this  area  at  no  apparent   increase   in  th< 
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Table  3.- 


-Crop  Yields,  Contour  Cultivation  Compared  With  Usual  Field  System  on 
Same  Farms,  LeRoy  Area,  1939 


Crop  yields,  bushels 
per  acre 

Farms  by  soil-rating  groups 

High  soil 
rating 

Medium  soil 
rating 

Low  soil 
rating 

All  farms 

Corn: 

81 
62 

37 
19 

27 
23 

55 
50 

21 
14 

17 
17 

55 
55 

17 

(») 

18 

(•) 

55 

Not  on  contour 

Oats: 

54 
23 

16 

Soybeans: 

20 

18 

"No  comparison  available. 

total  farm  operating  expense  and  which  results  not  only  in  the  maintenance  of 
soil  and  water  resources  but  also  in  higher  crop  yields. 

Results  from  Edwards ville  Area  (Wheat,  Dairy,  and  Poultry).  The  studies 
for  1939  in  the  Edwardsville  Area  include  all  of  Madison  county  and  the  Shiloh- 
O'Fallon  Soil  Conservation  District  in  St.  Clair  county.  This  area  is  located 
in  the  wheat,  dairy,  and  poultry  type-of- farming  section  of  Illinois  and  is  ad- 
jacent to  the  metropolitan  area  of  St.  Louis.  Winter  wheat  is  the  major  crop, 
and  dairying  is  the  major  livestock  enterprise.  The  land  in  these  two  counties 
ranges  from  level  land  with  no  erosion  problems  to  rough  rolling  land  with  serious 
erosion  problems.  Timber,  prairie,  and  bottomland  soils  are  found  on  the  farms 
included  in  this  study,  but  timber  soils  are  predominant.  Generally  speaking,  the 
land  is  of  such  a  type  that  a  considerable  proportion  of  most  of  the  farms 
must  be  kept  in  hay  and  pasture  in  order  to  control  erosion  and  maintain  soil 
fertility.  Since  the  size  of  farms  in  this  area  is  comparatively  small,  the  hay  and 
pasture  must  be  utilized  by  livestock  in  order  to  secure  adequate  farm  incomes. 

A  total  of  90  farm  records  was  secured  in  the  Edwardsville  Area  for  1939. 
Of  this  number,  53  were  farms  cooperating  with  the  soil  conservation  program 
,and  37  were  neighboring  farms  not  cooperating  with  the  program.  The  soil 
conservation  plan  was  initiated  on  4  of  the  cooperators'  farms  in  1935;  11,  in 
1936;  15,  in  1937;  15,  in  1938;  and  6,  in  1939.  For  purposes  of  analysis,  the 
cooperating  and  noncooperating  farms  were  divided  into  three  groups  on  the 
basis  of  soil  ratings.  The  ratings  were  computed  from  the  soil  type,  percent  of 
slope,  and  degree  of  erosion.  The  average  soil  rating  was  6.14  on  the  cooperators' 
farms  and  5.99  on  the  noncooperators'  farms.  (Soil  ratings  ranged  from  1,  the 
best,  to  10,  the  poorest.)  The  cooperators'  farms  averaged  163  acres  in  size  as 
compared  with  161  acres  for  the  noncooperators'  farms.  The  1939  farm  record 
data  for  the  Edwardsville  Area  exhibited  certain  trends  and  facts  which  are 
ifetated  below  as  general  conclusions: 

1.  Although  the  conservation  cooperators  had  farm  plans  which  were  still 
n  a  transition  stage,  their  average  incomes  were  comparable  to  those  on  the 
noncooperating  farms.1  (Net  incomes  were  $9.87  an  acre  on  the  cooperators' 
"arms  and  $9.84  an  acre  on  the  noncooperators'  farms.)  With  the  better  land 
ise  and  greater  emphasis  on  soil  conservation  and  soil  improvement,  incomes  on 
llhe  cooperating  farms  should  increase  in  relation  to  those  on  the  noncooperating 
ti'arms  as  time  passes  and  as  the  farm  business  becomes  adjusted  to  the  increased 

1There  was  no  significant  difference  in  Agricultural  Adjustment   Administration   payments  between  the 
oil  conservation   cooperators   and   the   noncooperators. 
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Table  4.— Soil  Ratings,  Land  Use,  and  Crop  Yields,  Edwardsville  Area,  1939 


Items 


Number  of  farms 

Average  soil  rating 

Percent  of  tillable  land  in: 

Grains 

Soil-building  legumes 

Crop  yield  index  (average  of  all 
farms  =  100) 


Farms  cooperating 


High  soil 
rating 


6 
4.23 


58 

27 


Medium  soil 
rating 


22 
5.66 


Low  soil 
rating 


23 
7.05 


50 

36 


Farms  not  cooperating 


High  soil 
rating 


9 
3.76 


60 

21 


Medium  soil 
rating 


10 
5.83 


56 

■in 


98 


Low  soil 
rating 


16 
6.86 


5.S 
24 


production  of  erosion-control  and  soil-improvement  crops.  In  the  meantime,  these 
conservation  cooperating  farms  are  maintaining  their  soil  resources  as  a  heritage 
for  future  generations. 

2.  The  conservation  program  entails  additional  expenses  for  items  such  as 
limestone,  phosphate,  fertilizer,  legume  seeds,  fencing,  terraces,  and  other  neces-  \ 
sary  means  of  erosion  control  and  soil  improvement.  Nevertheless,  the  total 
farm  expenses  an  acre  in  this  area  averaged  no  higher  on  the  conservation  co- 
operating farms  than  on  the  noncooperating  farms,  in  large  part  due  to  the  fact 
that  the  conservation  cooperating  farmers  have  made  an  effort  to  do  much  of  the 
work  in  connection  with  the  conservation  program  during  their  spare  time  and 
without  additional  outlays  and  to  the  fact  that  they  apparently  have  curtailed  | 
expenditures  for  other  items  in  order  to  achieve  the  goal  of  soil  conservation  and 
soil  improvement  on  their  farms. 

3.  On  the  bases  of  soil  rating,  size  of  farm,  and  proportion  of  land  tillable, 
the  conservation  cooperators  have  made  considerable  advancement  in  the  adjust- 
ment of  their  land  use  to  their  soil  resources,  especially  in  comparison  with  the 
noncooperating  farms. 

4.  A  wide  variation  exists  in  size  of  farm  and  quality  of  soil  resources  avail- 
able on  these  farms  in  this  area;  and  in  order  to  have  an  income  sufficient  for 
a  good  standard  of  living,  the  operators  of  the  small,  rough-land  farms  must  dc 
an  especially  good  job  of  adjusting  their  land  use  to  their  soil  resources  and. 
furthermore,  must  utilize  efficiently  the  crops  grown  on  the  farm. 

5.  Evidently  the  operators  on  farms  of  medium  soil  ratings  have  not  recog-: 
nized  their  soil-conservation  and  soil-erosion  problems  to  the  extent  that  farmers 
on  the  farms  with  lozv  soil  ratings  have,  and  the  former  have  not  adjusted  theii 
land  use  and  system  of  farming  accordingly  because  the  net  earnings  in  1939 
were  consistently  lower  on  the  farms  with  medium' soil  ratings  than  on  the  farms 
with  low  soil  ratings. 

6.  Tenure  problems  in  this  area  center  primarily  on  the  part-owner-op eratM 
farms  and  on  the  unrelated-tenant-operated  farms.  Field  renting  is  common  or 
the  part-owner-operated  farms;  and  the  field  or  fields  operated  in  addition  to  th< 
farm  on  which  the  operator  resides  are  cropped  unsparingly,  are  rapidly  depletec 
of  their  natural  resources,  and  are  subject  to  serious  erosion  problems.  Many  o: 
the  tenant  tanners  who  are  not  related  to  the  owner  of  the  farm  do  not  havi 
sufficient  equipment  to  meet  the  legal  regulations  to  permit  them  to  produce  mill 
for  the  St.  Louis  fluid  milk  market.  As  a  result,  their  farms  tend  to  be  operatec 
as  grain  farms,  and  insufficient  erosion-resisting  crops  are  grown  to  contro 
erosion  and  to  maintain  or  improve  soil  fertility. 

7.  In  the  analysis  of  the  total  livestock  enterprise,  large  quantities  of  gool 
quality  legume  and  nonlegume  roughage  were  utilized  efficiently  by  livestock  oi 
many  farms,  and  earnings  on  these  farms  were  maintained  at  a  high  level. 
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8.  Dairy  cattle  made  more  efficient  use  of  roughages  in  this  area  than  did  beef 
cattle.  On  the  average,  roughages  accounted  for  59  percent  of  the  cost  of  feed 
fed  dairy  cattle  as  compared  with  49  percent  of  the  cost  of  feed  fed  beef  cattle. 
This  area  is  adjacent  to  a  whole  milk  market;  farms  are  small,  and  soils  require 
the  production  of  large  quantities  of  roughage  in  order  to  control  erosion  and  con- 
serve the  land.  Dairy  cattle  are  more  adaptable  and  the  dairy  enterprise  itself 
results  in  higher  net  farm  incomes  than  does  the  beef  cattle  enterprise  in  this 
area.  Returns  per  $100  feed  fed  were  $173  and  net  incomes  were  $1,673  per 
farm  on  the  dairy  farms  as  compared  with  returns  of  $121  per  $100  feed  fed 
and  $1,362  per  farm  on  the  beef  farms. 

9.  The  dairy  cost  analysis  indicates  that,  by  careful  selection  and  culling  of 
the  herd,  high  milk  production  per  cow  can  be  secured  on  a  high  roughage  ration 


Table  5. — Use  of  Roughages  as  Related  to  Livestock  Returns  and 
Farm  Incomes,  Edwardsville  Area,  1939 


Percent  of  total  feed  value  that  was  roughages 

Value  of  feed  fed  all  livestock 

Returns  per  £100  feed  fed 

Net  receipts  per  farm 

Acres  per  farm 

Average  soil  rating 


52 

51  410 

163 

1  650 

159 

6.29 


32 

$1  414 

160 

1   551 

169 

5.90 


Table  6. — Use  of  Roughages  Related  to  Dairy  Costs, 
Edwardsville  Area,  1939 


Items 

24  high  roughage- 
feeding  farms 

24  low  roughage- 
feeding  farms 

Percent  of  feed  value  that  was: 

26 

74 

$     53 

121 

7  960 

$         .65 

1.49 

40 

60 

Feed  cost  per  cow 

Total  net  cost  per  cow 

Pounds  of  3.5  percent  milk  per  cow 

Total  cost  per  100  lb.  milk  produced 

$     62 

126 

8  048 

$         .77 
1.58 

and  that  milk  can  be  produced  at  a  relatively  low  cost,  especially  from  the  stand- 
point of  "out-of-pocket"  costs.  Based  on  the  herds  studied,  milk  was  produced 
more  efficiently  and  at  lower  costs  by  the  high  roughage-consuming  herds. 

10.  More  consideration  might  be  given  to  the  use  of  native  flocks  of  sheep 
in  order  to  utilize  some  of  the  roughages  produced  as  a  result  of  the  adoption  of 
the  conservation  program,  particularly  on  the  rougher  lands.  On  the  average, 
85  percent  of  the  value  of  feed  fed  the  sheep  in  this  area  was  roughages,  and  the 
16  flocks  returned  $128  per  $100  of  feed  fed,  after  making  a  reasonable  charge 
for  roughages  which  have  little  or  no  market  value. 

11.  The  products  of  the  well-planned  conservation  program,  that  is,  good- 
quality  legume  hays  and  legume  and  nonlegume  pastures,  can  be  utilized  profit- 
ably through  well-managed  livestock  enterprises  with  the  result  that  soil  resources 
will  be  protected  and  desirable  farm  incomes  will  follow. 

Results  from  Freeport  Area  (Mixed  Livestock).  Less  detailed  farm  ac- 
count records  were  secured  from  a  number  of  the  soil  conservation  cooperators 
in  the  Freeport  Soil  Conservation  Project  Area.   This  area  is  located  in  a  rolling- 
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to-rough  section  of  Stephenson  county  in  the  northwest  part  of  Illinois  where 
much  of  the  land  is  subject  to  either  sheet  or  gully  erosion.  Data  from  the  Free- 
port  Area  show  that  the  soil  conservation  cooperators  have  somewhat  smaller 
farms,  less  tillable  lands,  and  lower  land  values  than  do  neighboring  noncoopera- 
tors.  However,  the  cooperators  have  a  sounder  system  of  land  use  as  is  evidenced 
by  the  fact  that  a  smaller  proportion  of  their  farms  is  in  grain  crops  and  a  larger 
proportion  in  soil-building  legumes.  On  three  soil  conservation  cooperators'  farms 
selected  for  a  case  study,  a  comparison  was  made  of  various  factors  for  the  4  I 
years  previous  to  the  inauguration  of  the  conservation  program  with  the  4  years 
since  the  inauguration  of  the  program.  Before  the  program  started,  these  farms, 
which  averaged  150  acres  in  size,  had  an  average  of  23  percent  of  their  land 
in  legumes  as  compared  with  35  percent  after  the  program  was  in  progress. 
The  improved  land  use  and  land  treatment  plus  contouring,  terracing,  and  other 
soil  and  water  conservation  practices  resulted  in  corn  yields  which  increased 
from  50  to  58  bushels  an  acre.1  Improved  pastures,  improved  quality  of  hay,  and 
more  legume  hay  and  pasture  contributed  materially  to  the  increased  efficiency 
of  the  livestock  enterprises  on  these  farms,  as  is  judged  by  returns  of  $124  per 
$100  feed  fed  during  the  first  period  and  returns  of  $164  per  $100  feed  fed  during 
the  second  period.  Total  farm  operating  costs  increased  due  to  expenditures  for 
limestone,  phosphate,  fertilizers,  legume  and  grass  seeds,  terracing,  structures, 
fences,  etc. ;  however,  gross  incomes  were  also  higher ;  and,  after  an  allowance 
was  made  for  price  changes  during  the  two  periods,  these  three  farms  had  an 
average  net  income  of  $948  more  per  farm  for  the  period  after  the  inauguration 
of  the  soil  conservation  program  than  they  had  in  the  period  before  the  inaugura- 
tion of  the  program. 

The  economic  studies  to  date  thus  show  that  the  conservation  program,  in- 
volving improved  land  use  and  crop  rotations,  better  land  treatment  (including 
the  use  of  limestone,  phosphate,  and  fertilizers)  plus  contouring,  strip  cropping, 
terracing,  the  use  of  grass  waterways,  and  other  soil  and  water  conservation  prac- 
tices results  in  higher  farm  incomes  and  also  helps  to  maintain  the  soil  resources 
and  capital  assets  of  the  farm  for  future  generations.  -n-    -r     qauer 

INFLUENCE  OF  THE  WEATHER  ON  DEMAND  FOR  CERTAIN 
HORTICULTURAL   PRODUCTS 

The  weather  affects  the  appetites  of  people,  and  influences  not  only  the 
quantity  of  food  they  will  eat,  but  also  the  kinds  of  food  they  prefer.  Mention 
of  a  few  fruits  and  vegetables,  in  relation  to  their  demand  under  different  weather' 
conditions  will  illustrate  the  latter  point. 

Watermelons  are  eaten  in  large  quantities  when  the  weather  is  hot,  but  there 
is  very  little  demand  for  them  when  the  weather  is  cool.  If  an  untimely  cool 
spell,  lasting  for  a  week  or  ten  days,  occurs  in  the  midst  of  the  melon  season, 
carloads  accumulate  on  the  team  tracks  in  every  large  produce  terminal,  and 
sometimes  it  becomes  necessary  to  establish  embargoes  preventing  additional  cars 
of  watermelons  from  entering  the  city.  Such  a  situation  has  not  been  an  unusual 
occurrence  in  New  York. 

Because  the  normal  season  for  hot  weather  in  northern  markets  and  the 
harvest  season  for  Georgia  watermelons  usually  coincide,  shipments  of  these 
southern  melons  to  the  north  are  usually  in  heavy  demand.  On  the  other  hand, 
Illinois  watermelons,  maturing  later,  are  likely  to  be  in  greatest  abundance  after' 
the  hottest  weather,  and  hence  the  greatest  demand  has  passed.  This  situation 
is  likely   to  result  in   surplus  supplies  and  ruinous  prices   for  the  Illinois  crop.' 

'There  was  one  drouth  year  (1934)  in  this  area  in  the  4  years  before  the  conservation  program  was 
adopted  (1932-1935)  and  one  drouth  year  (1936)  in  the  4  years  following  the  adoption  of  the  conservation 
program    (1936-1939).     Therefore,   each   period   had   3   years  of   good   coin    yields. 
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:  However,  in  years  when  the  hot  weather  comes  late,  Illinois  watermelons  meet 
;  with  ready  sale. 

The  effect  of  the  weather  upon  the  demand  for  muskmelons  is  somewhat 
similar,  though  not  so  pronounced,  and  the  demand  for  the  Illinois  crop  is  not 
so  likely  to  be  adversely  affected.  Illinois  muskmelons  normally  mature  somewhat 
earlier  than  watermelons,  and  hence  are  more  likely  to  mature  while  the  weather 
is  still  hot  and  the  demand  active. 

Fresh  peaches,  also,  seem  to  be  more  appreciated  in  hot  weather  than  in 
cold.  The  Illinois  Elbertas  normally  ripen  during  weather  favorable  for  heavy 
peach  consumption,  and  hence  meet  with  better  demand  than  peaches  from  locali- 
ties where  the  ripening  season  is  later  and  the  weather  cooler. 

The  demand  for  lemons  fluctuates  widely  under  different  conditions  of  weather 
— the  hotter  the  weather  the  greater  the  demand.  Enormous  prices  are  sometimes 
paid  for  a  car  or  two  of  lemons  when  the  weather  is  hot  and  the  visible  supplies 
on  the  given  market  are  scarce. 

In  hot  weather,  salad  vegetables,  that  may  be  eaten  without  cooking,  are 
i  in  especial  favor  and  are  given  preference  over  "greens"  and  other  vegetables  that 
I  must  be  cooked. 

On  the  other  hand,  certain  fruits  and  vegetables  are  in  greater  demand  when 

\  the  weather  is  cool.    Grapes  and  apples  are  the  most  prominent  fruits  in  this 

group.   Attempts  to  establish  grape  production  in  the  south  for  shipment  of  fresh 

Concords  to  northern  markets  early  in  the  season  have  failed  largely  because  the 

.  markets  would  not  absorb  grapes  in  large  quantities  during  hot  weather.    The 

;  northern  Illinois,  Michigan  and  New  York  Concords  ripen  when  the  weather  is 

getting  cool  enough  for  people  to  relish  grapes  in  large  quantities. 

The  demand  for  apples  develops  rapidly  when  the  weather  turns  cool  in  the 

fall.    Attempts  to  move  large  quantities  of  this   fruit  into  consumption  during 

•hot  weather  are  usually  failures.    In  seasons  when  the  late  fall  or  early  winter 

j :  varieties  ripen  during  a  hot  spell  it  is  very  difficult  to  move  them  into  immediate 

i  consumption,  but  as  soon  as  a  turn  to  cooler  weather  takes  place,  many  more 

people  begin  eating  apples.   Hot  weather  seems  to  have  a  worse  effect  on  demand 

If  or  apples  than  formerly;  so  much  so,  that  the  market  for  summer  and  early 

fall  varieties  is  very  easily  over  supplied,  and  the  relative  profitableness  of  early 

and  late  varieties  has  changed  materially. 

Among  vegetables,   "greens"  are  in  strong  demand  in  the  cool  weather  of 

spring  and  again  in  the  fall,  but  are  not  relished  very  much  during  the  summer. 

Rutabagas  are  in  demand  in  the  fall  and  winter,  but  very  few  people  seem  to 

•  care  for  them  when  the  home-grown  spring  crop  of  excellent  quality  is  available 

just  when  the  weather  is  getting  hot  in  June.  j,  \y   Lloyd 


Footnotes   for  the   following  page: 

i-12-phe  first  source  is  for  annual  data;  the  second  is  for  current  data  from  which  tables  may  be  brought 
<o  date. 

1Survey  of  Current  Business,  1936  supplement,  U.S.  Dept.  of  Commerce;  subsequent  monthly  issues. 
Same  as  footnote  1.  'Illinois  Crop  and  Livestock  Statistics,  Circular  438  (1937)  ;  monthly  mimeographs  of 
Statistical  Tables  for  Illinois  Crop  Report,  converted  from  1910-14  =  100  to  1924-29  =  100  by  multiplying 
ly  .7151.  4Agricultural  Situation,  Bureau  of  Agricultural  Economics,  U.S.D.A.;  Agricultural  Situation, 
onverted  from  1910-14  =  100  to  1924-29  =  100  by  multiplying  by  .6486.  'Calculated  from  data  furnished 
»y  Bureau  of  Agricultural  Economics;  Survey  or  Current  Business,  seasonally  adjusted.  Calculated  by 
department  of  Agricultural  Economics,  University  of  Illinois,  seasonally  adjusted.  Data  from  Farm  Income, 
Bureau  of  Agricultural  Economics;  B.A.E.  monthly  mimeograph.  Receipts  from  Sale  of  Principal  Farm 
'roducts  (government  payments  not  included).  'Obtained  by  dividing  Index  of  Illinois  Farm  Income 
column  6)  by  Index  of  Prices  Paid  by  Farmers  (column  4).  8Monthly  Indexes  of  Non-Agricultural  and 
National  Income,  Supplement,  August,  1937,  B.A.E. ;  Price  and  Demand  Situation,  or  Agricultural  Situa- 
tion. 9Survey  of  Current  Business,  1938  Revision;  subsequent  monthly  issues,  unadjusted  for  seasonal 
ariation.  10Federal  Reserve  Bulletin  of  Federal  Reserve  Board,  September,  1933  and  subsequent  issues; 
iurvey  of  Current  Business,  seasonally  adjusted.  "Preliminary  estimate.  "Illinois  Crop  and  Livestock 
itatistics,  Cir.  438;  Monthly  price  releases,   State  Agricultural   Statistician. 
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Table  A. — Indexes  of  United  States  Agricultural  and  Business  Conditions 


Commodity  prices 

Income  from  farm  marketings 

Non- 
agricul- 
tural 
income8 

Factory 

payrolls' 

Wholesale  prices 

Illinois 
farm 
prices3 

Prices 
paid  by 
farmers4 

U.S. 

In 

money6 

Illinois 

Indus 

trial 

prodU' 

tion" 

month 

All  com- 
modities1 

Farm 
products2 

In 
money8 

In  pur- 
chasing 
power7 

Base  period 

1929 

1926 
95 
86 
73 
65 
66 
75 
80 
81 
86 
79 
77 

76 
75 
75 
79 
79 
79 
79 
79 
79 
78 
79 
78 
78 

1926 
105 

88 

65 

48 

51 

65 

79 

81 

86 

69 

65 

62 
63 
61 
69 
67 
67 
68 
69 
68 
68 
69 
68 
66 

1924-29 
104 
89 
62 
41 
45 
61 
82 
86 
96 
69 
65 

62 
61 
58 
71 
67 
67 
66 
68 
67 
66 
67 
69 
65" 

1924-29 
99 
94 
80 
69 
71 
80 
81 
80 
84 
80 
78 

78 
78 
77 
79 
79 
79 
79 
79 
79 
79 
80 
80 
80 

1924-29 
103 
83 
58 
43 
49 
57 
64 
74 
80 
72 
72 

64 
63 
66 

74 
76 
76 
79 
79 
83 
76 
82" 

1924-29 
103 
87 
58 
43 
51 
55 
65 
82 
87 
81 
81 

72 

70 

62 

78 
101 

93 

99 
100 
100 

98 

76 

1924-29 
104 

93 

72 

62 

72 

69 

80 
103 
103 
101 

97 

92 
90 
80 

98 
127 
117 
125 
126 
126 
124 

96 

1924-29 
107 
100 

87 

68 

63 

72 

77 

90 

95 

88 

93 

92 
92 
93 
93 
95 
96 
97 
96 
95 
95 
94 

1923-25 
110 

89 

68 

47 

50 

64 

74 

86 
102 

78 

91 

87 

84 

90 

94 
102 
102 
104 

98 

98 

98 

96 

96 

1923-: 

119 

96 

81 

64 

76 

79 

90 

105 

110 

86 

105 

98 
101 
103 
HI 
121 
124 
128 
119 
109 
104 
102 
106 
114 

1930 

1931 

1932 

1933 

1934 

1935 

1936 

1937 

1938 

1939 

1939  June 

July 

August 

Oct 

Dec 

1940  Jan 

Feb 

Mar 

May 

Table  B. — Prices  of  Illinois  Farm  Products1 


Product 


Corn,  bu 

Oats,  bu 

Wheat,  bu 

Barley,  bu 

Soybeans,  bu. . . 

Hogs,  cwt 

Beef  cattle,  cwt. 
Lambs,  cwt. .  .  . 
Milk  cows,  head 
Veal  calves,  cwt. 

Sheep,  cwt 

Butterfat,  lb..  .  . 

Milk,  cwt 

Eggs,  doz 

Chickens,  lb.. . . 

Wool,  lb 

Apples,  bu 

Hay,  ton 

Potatoes,  bu 


Calendar  year  average 


$   .81 

.42 

1.30 

.66 

1.94 

9.97 

8.57 

12.22 

78.00 

11.27 

6.52 

.42 

2.32 

.30 

.21 

.36 

1.59 

13.38 

1.39 


1938 


60.00 

8.89 

3.36 

.25 

1.66 

.19 

.15 

.21 

.95 

7.65 

.73 


1939 


$   .43 

.28 

.67 

.41 

.74 

6.56 

8.18 

8.18 

63.00 

9.15 

3.44 

.23 

1.59 

.16 

.13 

.25 

1.07 

6.05 

.80 


June 
1939 


$   .44 

.29 

.66 

.41 

.80 

6.10 

7.90 

8.10 

64.00 

8.40 

3.40 

.21 

1.40 

.12 

.13 

.24 

1.35 

5.70 

.90 


Current  months 


April 


$   .54 

.38 

.97 

.48 

.97 

4.95 

8.20 

8.90 

65.00 

9.50 

3.70 

.26 

1.55 

.13 

.13 

.28 

1.25 

7.00 

.90 


May 


$    .60 

.35 

.87 

.47 

.92 

5.50 

8.40 

8.90 

65.00 

9.70 

3.60 

.25 

1.50 

.14 

.14 

.30 

1.35 

7.70 

.90 


June 


$   .59 

.30 

.74 

.44 

.73 

4.80 

8.30 

8.90 

69.00 

8.70 

3.05 

.24 

1.40 

.13 

.14 

.30 

1.50 

6.20 

1.10 


'-"For  sources  of  data  in  tables  see  previous  page. 
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SOURCES  AND  USES  OF  ILLINOIS  FARMERS'  INCOME,  1939 

During  1939,  212  Illinois  farm  families  kept  records  of  their  businesses,  their 
family  receipts,  and  their  expenses  in  both  farm  and  home  accounts  in  cooperation 
with  their  County  Farm  Bureaus,  their  County  Home  Bureaus,  and  the  Depart- 
ments of  Agricultural  Economics  and  Home  Economics  of  the  University  of 
Illinois.  In  general,  the  living  expenses  of  these  families  bore  a  close  resemblance 
to  their  cash  incomes  for  the  year,  and  this  resemblance  indicated  that  adequate 
incomes  enable  farm  families  to  enjoy  a  good  standard  of  living. 

Sources  of  net  cash  receipts.  Cash  income  from  the  farm  business  was  the 
most  significant  source  of  income,  although  other  sources,  such  as  family  labor 
off  farm,  earnings  on  investments,  other  business,  and  gifts  and  inheritances, 
contributed  a  part.  Some  families  in  the  lower  income  groups  were  able  to  meet 
living  expenses  only  by  borrowing  because  they  had  expanded  the  size  of  their 
farming  businesses. 

In  order  to  secure  a  sufficient  income  for  attaining  a  desirable  level  of  living, 
both  the  size  of  the  farm  business  and  the  efficiency  with  which  it  is  managed 
are  of  prime  importance.  From  the  average  number  of  acres  shown  in  Table  1, 
even  the  low-income  families  apparently  had  fairly  large  farms.  However,  a 
difference  of  101.4  acres  between  the  low-income  and  the  high-income  groups 
indicates  that  the  size  of  the  farm  is  important. 

Differences  in  net  cash  receipts  were  not  entirely  due  to  variations  in  size  of 
business.  This  fact  is  shown  by  the  rate  earned  on  the  total  farm  investment. 
The  rate  earned  was  less  for  the  group  with  cash  receipts  over  $4,000  than  for 
the  group  with  cash  receipts  from  $3,000-$3,999.  However,  this  variation  can 
be  partially  explained  by  the  fact  that  the  investment  was  $127.51  per  acre  for 
^tthe  former  and  $118.61  per  acre  for  the  latter. 

Use  of  income.   The  use  made  of  the  incomes  on  these  farms  was  classified 
Rt  into  purchased  family  living,  life  insurance  premiums,  payments  on  debts  in  ex- 
cess  of   borrowings,   new   investments   in   excess   of   investments   used,    interest 
Payments,  and  increase  in  cash  in  bank  and  on  hand.    Each  group  had  a  small 

Table  1. — Sources  of  Net  Cash  Receipts 


Item 


dumber  of  farms 

icres  in  farm 

late  earned  on  farm  investment 


arm  cash  balance #1    156 


amily  labor  off  farm 
Earnings  on  investments.  .  . 

lHher  business  (net) 

ifts  and  inheritance 

n vestments  used  in  excess  of  new 

investments 

orrowing  in  excess  of  debt  payments 
crease  in  cash  in  bank  and  on  hand 


Average 
of  212 
families 


212 
226.6 
8.26 


163 
45 
33 

66 


Average  total  net  cash  receipts $\    756 


Net  cash  receipts 


Under 
$\   000 


24 
176.1 
7.30 

$341 

17 

5 

-12 

16 


335 
16 

,<71S 


£1   000- 
1    999 


96 
208.1 
8.01 

703 
110 

38 
-1 

31 

30 

376 

18 


$\   305 


$2  000- 
2  999 


58 
243.6 
8.48 


J!l    430 

228 

46 

85 

45 


$2  008 


$3  000- 
3  999 


18 
292.5 
9.94 


$2  051 
128 
154 
89 
192 


$2   784 


#4  000 
and  over 


16 
277.5 
8.52 


$3   106 

503 

22 

51 

282 


$4  266 


397 


Table  2. — Use  Made  of  Cash  Income 


Item 


Number  of  records 

Number  in  the  family      

Number  in  the  household 

Purchased  family  living 

Life  insurance  premiums 

Payments  on  debts  in  excess  of 

borrowings 

New  investments  in  excess  of 

investments  used 

I  nterest  payments 

Increase  in  cash  in  bank  and  on  hand 

Amount  unaccounted  for 

Total  cash  used 


Average 
oi  212 

families 


212 
3.9 
4.1 

$\    248 

141 


70 

196 

71 

30 


$1    756 


Lender 
$1   000 


24 
3.5 
3.7 


$581 
51 


14 
37 


35 

$718 


Net  cash  receipts 


$1   000- 
1   999 


96 
3.7 
4.0 


$1   051 
107 


114 

33 

$1     505 


$2  000- 
2  999 


58 

4.2 
4.2 


$1   357 
166 


72 

232 

151 

30 

*2    (KIN 


$3  000- 
3  999 


18 

4. 
4. 

745 
230 


70 
520 

214 
5 


$2   784 


$4  000 
and  over 


16 
4. 
4. 

$2  480 


752 
429 
282 

46 

$4  266 


Table  3. — Noncash  Income  From  the  Farm 


Average 
of  212 
families 

Net  cash  receipts 

Item 

Lender 
$1  000 

$1   000- 
1   999 

$2  000- 
2  999 

$3  000- 
3  999 

$4  000 

and  over 

212 

$337 
255 

19 

24 

$302 
176 

20 
S498 

96 

$326 
221 

18 
$565 

58 

$351 
255 

22 
$628 

18 

$364 
321 

14 
$699 

16 

$371 
504 

17 
$892 

Money  value  of  farm-furnished  foods" 

Estimated  use  value  of  houseb 

Money  value  of  farm-furnished  fuel, 

$611 

"Valued  at  retail  prices. 

bRental  value  of  house  disregarding  any  cash  expenses  on  the  house. 

amount  which  was  not  accounted  for  in  their  records.  These  families  used  more 
than  one-half  (57.9  percent)  of  their  net  cash  receipts  to  pay  for  their  living. 
expenses  (Table  2).  The  proportion  of  available  cash  spent  for  living  fell  off  as 
the  net  cash  receipts  increased. 

The  proportion  of  net  cash  receipts  used  for  life  insurance  premiums,  debt 
payments,  new  investments,  and  increases  in  cash  in  bank  and  on  hand  was  more 
for  the  high-income  group  than  for  the  low-income  groups. 

Value  of  farm-furnished  goods.  A  considerable  part  of  the  living  of  th« 
farm  family  is  represented  by  food,  fuel,  and  housing  furnished  by  the  farm.  Foi 
the  212  farm  families,  these  items  averaged  $611,  or  nearly  one-third  (33  peri 
cent)  of  the  total  money  value  of  living  for  the  year  (Table  3).  The  farm 
furnished  foods,  including  dairy  and  poultry  products,  meats,  cereals,  vegetables 
and  fruits  and  valued  at  retail  prices,  had  an  average  value  of  $337  per  family 
this  amount  was  equivalent  to  over  one-half  of  the  total  goods  and  service 
furnished  by  the  farm  and  to  59.2  percent  of  the  total  food  bill.  With  an  averagl 
of  4.1  persons  in  the  household,  each  person  received  $82  worth  of  food  fron 
this  source. 

The  estimated  use  value  of  the  house  amounted  to  $255  for  the  212  families 
This  value  was  based  upon  what  similar  homes  would  rent  for  in  nearby  towns 
the  investment  in  the  house,  and  its  plumbing,  lighting,  and  heating  faciliti 
(Table  3).  E.  N.  Searls 

THE  INFLUENCE  OF  AAA  PROGRAMS  ON  LAND  USE  AND  FARM 
INCOMES,  ILLINOIS  ACCOUNTING  FARMS,  1938  AND   1939 

Farm  earnings  in   1938  were  practically  the  same  on  the  534  farms  whic 
received  no  benefit  payments  for  participating  in  AAA  programs  as  on  the  avei 
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Table  1. — Benefit  Payments  Received  by  Accounting  Farmers 

in  Illinois,  by  Areas,  1936-1939 

(Payments  per  Acre  for  Cooperating  Farms) 


Farming-type  area 

1936 

1937 

1938 

1939 

$    .68 
.86 
1  .21 
1.11 
.93 
.66 
.58 
.81 

$   .91 

$    .99 

1.03 

1.09 

1.14 

1.02 

.92 

.81 

.97 

$1.02 

$1.34 

1.19 

1.27 

1.40 

1.14 

.79 

.89 

.73 

$1.15 

$2.01 

2.95 

3.25 

3.04 

1.85 

1.26 

.85 

Area  8 

1.72 

$2.25 

I  age  of  all  the  2,499  Illinois  accounting  farms.  In  1939,  however,  earnings  for  the 
I  157  noncooperating  farmers  averaged  7.2  percent  on  the  capital  invested  as  con- 
I  trasted  with  8.4  percent  for  the  average  of  the  2,657  accounting  farms.  The 
I  average  for  all  accounting  farms  included  records  from  those  farmers  who 
|  received  payments  as  well  as  from  those  who  did  not. 

A  comparison  of  the  farmers  who  cooperated  in  the  1936  and  1937  programs 
|!  with  those  who  did  not  cooperate  shows  that  the  return  which  they  received  on 
the  capital  invested  was  the  same  for  both  groups.1 

Earnings  on  the  cooperating  farms  were  higher  than  were  those  on  the  non- 
cooperating  farms  in  1939  but  were  practically  the  same  in  1936,  1937  and  1938. 
Benefit  payments  were  much  higher  in  1939  than  in  the  three  preceding  years, 
and  this  fact  accounts,  in  part  at  least,  for  the  difference  in  earnings.  The  aver- 
age benefit  payment  per  acre  for  those  farms  receiving  pavments  was  as  follows: 
1936.  $.91;  1937,  $1.02;  1938,  $1.15;  and  1939,  $2.25  (Table  1).  In  1939  many 
farmers  received  payments  which  they  earned  for  participating  in  both  the  1938 
and  1939  programs ;  the  payments  were  entered  in  the  account  books  in  the 
ig  year  they  were  received  rather  than  in  the  year  they  were  earned.  Payments 
received  in  the  years  prior  to  1939  were  largely  for  participation  in  the  programs 
of  the  previous  year;  1939  was  the  first  year  in  which  any  large  amount  of  benefit 
payments  was  received  during  the  year  of  participation.  In  1939  the  percentage 
ij  of  all  the  accounting  farmers  receiving  benefit  payments  ranged  from  90  percent 
in  the  St.  Louis  Dairy  and  Wheat  Area  to  95  percent  in  the  Grain  and  Livestock 
Areas  of  central  Illinois.  Only  77  percent  of  all  the  cropland  in  Illinois  was 
rjjsigned  up  on  farm  plans  for  participation  in  the  1939  program  ;  therefore,  a  much 
(higher  percentage  of  accounting  farmers  participated  in  the  program  than  of  all 


farmers  in  the  state. 


An  analysis  of  the  influence  of  AAA  programs  on  Illinois  farms  must  include 
■l  two  points  of  view:  (1)  the  immediate  effect  on  farm  incomes  and  (2)  the 
';..  long-time  effect  on  soil  maintenance  and  erosion  control.  The  immediate  effect 
'  on  farm  incomes  is  best  measured  by  the  net  return  on  the  capital  invested  in  the 
:  *  business,  and  the  long-time  effect  on  soil  maintenance  is  best  indicated  by  the  use 
to  which  the  land  was  put. 

The  average  rate  earned  on  investment  was  calculated  by  dividing  the  net 
farm  earnings  by  the  capital  invested  in  the  business.  The  net  farm  earnings  is 
','■',  zalculated  by  adding  the  value  of  farm  products  used  in  the  household  and  the 
nventory  increases  to  the  cash  balance,  and  by  subtracting  the  value  of  unpaid 
abor  from  the  resulting  total.  The  cooperating  farmers  were  credited  with  the 
jains  arising  from  the  loan  programs  since  the  sealed  grain  was  inventoried  at 
he  loan  value  and  unsealed  grain  at  the  market  value.  The  closing  inventory 
or  1939  was  higher  for  sealed  grains  than  for  unsealed  grains. 


l\%omics,  Vol.  XXI,  No.  1,  February,  1939. 
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Table  2. 


-Analysis  ok  Illinois  Account  Records  When  Grouped  According  to 
Participation  in  AAA  Programs,  1938  and  1939 


Number  of  farms  per  year 

Acres  per  farm 

Percent  of  land  area  tillable 

Total  investment  per  acre 

Gross  receipts  per  acre 

Expenses  per  acre 

Met  income  per  acre 

Rate  earned  on  investment  (percent) .  .  . 

Use  of  tillable  land  (percent) 

Corn 

Small  grain 

Soybeans 

Hay  and  pasture 

Other  crops 

Yield  per  acre  (bushels) 

Corn 

Oats 

Feed  fed  per  acre  to  productive  livestock 
Returns  per  £100  feed  fed 

Man  labor  cost  per  crop  acre 

Horse  and  machinery  cost  per  crop  acre. 


No 

benefit 
payments 


534 
222 
83.8 

$126 

17.95 

10.00 

7.95 


38.2 
27.5 

7.2 
23.1 

4.0 


50.3 
33.6 

t     6.81 
196 

t     6.06 
4.15 


All 

accounting 

farm? 


2499 
232 
83.6 

$124 

17.84 
9.95 
7.89 


31  .0 
25.3 

6.0 
31.6 

6.1 

52.0 
33.2 

$     7 .12 
189 

$     6.54 
4.41 


No 

benefit 

payments 


157 
218 
81.4 

#123 

19.10 
10.20 
8.90 


38.3 
28.1 

6.2 
23.3 

4.1 

58.7 
29.5 

5     8.22 
157 

t,     6.35 
4.37 


All 

accounting 
farms 


2657 
237 
83.8 

$126 

20.97 
10.26 
10.71 


29.8 

23.1 

6.8 

32.1 
8.2 

60.2 
33.0 

5  7.93 
163 

%     6.75 
4.69 


An  analysis  of  the  accounting  records  for  1938  and  1939  indicates  that  the 
farmers  who  received  no  benefit  payments  had  a  higher  percentage  of  their  tillable 
land  in  corn  and  small  grain  and  a  smaller  percentage  in  hay,  pasture,  and  other 
crops  than  did  the  farmers  who  received  payments  (Table  2).  The  noncooperat 
ing  farmers  had  38  percent  of  their  tillable  land  in  corn  as  contrasted  with  31 
percent  for  all  the  accounting  farmers  in  1938  and  30  percent  for  all  the  account- 
ing farmers  in  1939.  In  each  year  the  percent  in  hay  and  pasture  was  23  for  th< 
noncooperating  farmers  and  32  for  all  the  accounting  farmers.  Obviously,  tli€ 
cooperating  farmers  with  the  smaller  percent  in  soil-depleting  crops  were  remov- 
ing less  fertility  from  their  farms  than  were  the  noncooperating  farmers,  and  the 
former  group  stored  up  plant  food  and  organic  matter  which  will  bring  highei 
crop  yields  in  future  years. 

The  noncooperating  farms  were  slightly  smaller  than  was  the  average  of  al 
the  accounting  farms  but  had  about  the  same  grade  of  soil  since  the  percentagt 
of  land  area  tillable  and  the  total  investment  per  acre  were  similar.  The  amouir 
of  livestock  per  farm  on  the  two  groups  showed  no  consistent  difference  as  th< 
feed  fed  per  acre  was  slightly  larger  on  the  noncooperating  farms  in  1939  bui 
slightly  smaller  on  these  same  farms  in  1938.  The  returns  for  each  $100  worth  o: 
feed  fed  to  productive  livestock  were  larger  on  the  noncooperating  farms  thai 
on  the  average  of  all  the  farms  in  1938  but  were  smaller  on  the  noncooperatinj 
farms  than  on  the  average  of  all  the  farms  in  1939. 

In  1938,  when  the  rate  earned  on  investment  was  the  same  for  both  groups 
the  gross  income  and  the  expenses  per  acre  were  about  the  same  for  nonco 
operating  farms  as  for  the  average  of  all  the  farms.  In  1939,  however,  the  gros 
income  was  $1.87  an  acre  less  on  the  noncooperating  farms  than  on  the  average  o 
all  the  I  arms,  but  the  expenses  were  only  6  cents  an  acre  less  for  the  sann 
groups.  The  average  increase  in  benefit  payments  in  1939  over  1938  was  $1.H 
an  acre;  this  increase  largely  accounts  for  the  difference  between  the  cooperatinj 
and  noncooperating  farms  in  gross  income. 

Labor  and  power  expenses  per  crop  acre  are  consistently  lower  on  tin1  n<M 
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cooperating  farms  than  on  the  cooperating  farms,  due  in  part  to  the  fact  that 
more  acres  were  in  crops  on  noncooperating  farms  than  on  cooperating  farms  of 
the  same  size.   On  many  farms,  the  labor  and  machinery  was  available  for  norma 
operations;  therefore,  when  the  acreage  in  crops  was  reduced  by  participation  i 
the  AAA  programs,  there  was  not  much  opportunity  to  reduce  the  expenses  fo 
labor  and  machinery.    Family  labor  constitutes  the  major  portion  of   the  tota 
labor  input  on  Illinois  accounting  farms.    The  man-labor  cost  per  crop  acre  w  a 
IS  cents  less  in  1938  on  the  noncooperating  farms  than  on  the  average  of  all  th 
farms  and  40  cents  less  in  1939  for  the  same  two  groups  of  farms.   The  compa 
rattle  saving  in  horse  and  machinery  expense  per  crop  acre  was  26  cents  in  193S 
and  32  cents  in  1939. 

However,  the  saving  in  operating  expenses  on  the  noncooperating  farms  was 
offset  by  higher  crop  yields  on  the  cooperating  farms.  Corn  yields  were  1.7 
bushels  larger  in  1938  and  1.5  bushels  larger  in  1939  on  the  average  of  all  the 
farms  than  on  the  noncooperating  farms.  An  advantage  of  3.5  bushels  of  oats 
per  acre  was  found  in  1939  for  the  average  of  all  the  farms,  but  in  1938  oat  yields 
were  slightly  larger  on  the  noncooperating  farms  than  those  for  the  average  of  all 
the  farms. 

The  account  records  indicate  that  the  acreage  of  corn  has  been  reduced  below 
the  level  of  maximum  farm  income  on  the  cooperating  farms  but  that  the  loss 
has  been  offset  by  benefit  payments  for  the  years  1936,  1937,  and  1938  and  more 
than  offset  by  the  payments  received  in  1939.  Although  expenses  per  crop  acre 
for  labor,  horses,  and  machinery  were  less  on  the  noncooperating  farms  than  on 
the  cooperating  farms,  crop  yields  were  larger  on  the  cooperating  farms,  and  the 
additional  acreage  of  legumes  grown  to  comply  with  the  programs  will  provide 
higher  yields  for  the  years  ahead. 

The  effect  of  the  programs  on  farm  incomes  was  not  the  same  in  all  areas  of 
Illinois.  This  fact  is  indicated  by  the  1938  and  1939  averages  when  grouped  by 
farming-type  areas  (Table  3).  In  both  1938  and  1939  the  earnings  on  noncoop- 
erating farms  were  larger  than  were  those  on  the  average  of  all  the  farms  in  the 
Chicago  and  St.  Louis  Dairy  Areas  (Areas  1  and  6).  Earnings  for  the  average 
of  the  2-year  period  were  lower  on  the  noncooperating  farms  in  all  the  other 
areas.  The  maximum  advantage  of  participation  in  the  AAA  program  for  the 
2-year  period  was  found  in  Area  3,  the  livestock  section  of  western  Illinois,  and 
in  Area  7,  the  mixed-farming  section  of  south-central  Illinois. 

The  average  rate  earned  on  investment  was  higher  for  the  average  of  all  the 
farms  than  for  the  noncooperating  farms  by  the  following  percentages:  Area  7. 
1.6;  Area  3,  1.5;  Areas  4  and  5,  .7;  and  Area  2,  .6.  Benefit  payments  per  acre 
in  1939  ranged  from  a  high  of  $3.25  an  acre  in  Area  3  to  a  low  of  $  .85  an  acre 
in  Area  7  (Table  1). 

Why  the  AAA  programs  should  affect  farm  earnings  so  differently  in  the 
eight  areas  is  not  entirely  clear,  but  the  following  explanation  is  offered  as  a 
partial  answer.  Corn  yields  were  higher  on  the  noncooperating  farms  than  on 
the  cooperating  farms  in  both  of  the  major  dairy  areas  where  earnings  were  also 
higher  on  the  noncooperating  farms  than  on  the  cooperating  farms.  The  per- 
centage of  tillable  land  in  hay  and  pasture  was  higher  on  the  noncooperating: 
farms  in  these  areas  than  on  the  noncooperating  farms  in  most  other  sections  of 
the  state,  and  this  high  percentage  may  account  in  part  for  the  high  yields.  Since 
the  dairy  areas  are  more  nearly  feed-deficit  areas  than  are  other  parts  of  the 
state,  the  reduction  in  the  corn  acreage  necessary  for  compliance  seemingly  had 
a  more  detrimental  effect  on  earnings  in  these  areas  than  in  other  areas.  With 
the  exception  of  Area  7,  the  major  benefits  from  the  programs  in  1938  and  1939, 
as  measured  by  the  rate  earned  on  investment,  were  found  on  the  better  land 
areas  of  central  Illinois  where  the  benefit  payments  received  per  acre  were  the 
largest.  P.  £.  Johnston 
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THOUSANDS  OF  EX-TENANTS 

Thousands  of  corn-belt  tenant  farmers  are  concerned  about  the  present  trend. 
toward  larger-sized  farms.  In  recent  years  farm  tenants  have  experienced  grow- 
ing competition  for  land,  and  thousands  have  been  unable  to  rent  desirable  farms. 
More  attention  needs  to  be  given  to  obtaining  greater  security  for  good  tenants. 
Greater  security  for  good  tenants  is  an  advantage  to  both  the  landowners  and  the 
tenants  in  establishing  more  profitable  systems  of  farming  and  in  conserving  the 
soil  and  farm  improvements.  A  good  farm-lease  agreement  is  one  of  the  best 
solutions  for  this  problem. 

The  prevailing  custom  of  renting  land  for  only  one  year  at  a  time  adds  to  the 
uncertainty  of  thousands  of  Illinois  farm  tenants  securing  a  desirable  farm  to 
rent  for  the  succeeding  year.  However,  the  length  of  time  that  one  tenant  occu- 
pies a  farm  in  Illinois  is  relatively  high  as  compared  with  that  in  other  parts  of 
the  country.  But  the  uncertainty  remains  even  though  the  tenant  is  likely  to  remain 
on  the  same  farm  for  a  number  of  years  under  our  prevailing  system  of  renting 
land  one  year  at  a  time.  Annually,  the  problem  is  more  or  less  prominent  in  the 
tenant's  mind  as  to  whether  or  not  he  will  be  able  to  continue  on  his  farm  for 
the  succeeding  year. 

The  growing  competition  to  rent  farms  of  the  past  15  years  can  be  traced 
mainly  to  mechanized  farming  and  to  the  advantage  of  operating  larger  farms. 
Young  men  who  wish  to  become  established  as  farmers  and  tenants  who  are 
trying  to  rent  more  desirable  farms  add  to  the  competition  and  bring  insecurity 
to  present  tenants. 

The  introduction  of  mechanical  power  and  larger-sized  equipment  makes  it 
possible  for  the  same  number  of  farm  workers  to  operate  a  larger  acreage. 
Furthermore,  the  desire  to  have  a  full  line  of  mechanized  equipment  means  a 
heavy  overhead  expense  unless  the  area  operated  is  somewhat  larger  than  it  is  on 
many  farms.  The  advantage  is  obvious — more  economical  production  can  be 
secured  if  operators  do  a  good  grade  of  farming. 

On  the  other  hand,  disadvantages  fall  on  the  men  who  wish  to  become  estab- 
lished as  farmers.  The  changes  in  type  of  power  and  equipment  make  it  possible 
for  one  man  to  operate  more  land  and  for  two  men  to  work  together  to  much 
better  advantage  than  one  man  can  alone.  More  serious  from  the  standpoint  of 
displacing  farmers,  however,  is  the  tendency  on  the  part  of  many  men  who  have 
a  full  line  of  mechanized  equipment  to  add  to  the  acres  they  operate  even  bevond 
that  which  two  men  can  handle.  The  number  of  farms  of  400  or  more  acres  has 
rapidly  increased  in  Illinois  in  recent  years.  In  1925,  a  group  of  225  farms  in- 
cluded in  farm  accounting  work  in  central  Illinois  averaged  232  acres  in  size,  but 
in  1939  a  similar  group  averaged  269.6  acres  in  size,  or  an  increase  of  over  15 
percent  in  the  average  size  of  farms  included  in  this  study  of  typical  corn-belt 
farms. 

Since  farms  are  no  longer  increasing  in  numbers,  except  at  the  expense  of 
cutting  up  existing  farms,  young  men  who  wish  to  become  established  as  farmers 
must  compete  directly  with  the  tenants  now  on  the  land.  If  these  young  men  are 
^successful  in  becoming  established  as  farmers,  some  of  the  older  farmers  must 
pass  out  of  the  picture.  Although  a  certain  number  of  farmers  retire  year  after 
year,  the  number  is  not  sufficient  to  open  a  way  for  all  the  young  farmers  to 
become  established.  Furthermore  many  of  these  young  men  are  related  to  the 
owners  of  land,  and  consequently  many  tenant  farmers  are  required  to  find  a  new 
farm  to  rent  for  the  succeeding  year  if  they  are  to  continue  farming  because  these 
young  men  take  over  their  land. 

Competition  on  the  part  of  tenants  who  are  trying  to  secure  more  desirable 
farms  has  increased  because  farms  in  the  same  community  are  showing  greater 
differences  in  productivity  year  after  year.    Farms  on  land  which  was  originally 

[403  1 


of  the  same  productivity  frequently  show  a  100-percent  spread  in  yields.  This 
spread  is  principally  due  to  the  way  the  land  has  been  handled  over  the  past  50 
years  or  more.  Some  of  our  best  soil  has  been  seriously  exploited  and  allowed 
to  become  more  weedy,  and  a  general  deterioration  of  improvements  has  taken 
place  as  the  land  lias  decreased  in  productivity.  These  differences  in  the  pro- 
ductivity  of  land  in  the  same  community  are  becoming  more  and  more  recognized 
and  lead  to  the  desire  on  the  part  of  tenants  to  secure  those  farms  where  the 
owner  is  giving  full  consideration  to  the  maintenance  of  the  soil.  While  owners- 
wish  to  secure  good  tenants,  many  instances  occur  where  farms  are  rented  to  the 
tenant  who  offers  the  highest  rental,  although  he  ma}-  not  be  as  good  a  farmer. 

Since  the  total  number  of  farms  in  Illinois  has  not  decreased  during  the  last! 
fifteen  years,  more  small  farms  must  have  been  established  to  counterbalance  the 
mam-  commercial  farms  that  have  increased  in  size.  Most  of  these  small  farms 
that  provide  a  large  part  of  the  income  of  many  families  have  grown  up  near 
cities.  But  the  operators  of  many  such  farms  do  not  have  the  opportunity  to 
develop  a  sufficiently  large  business  to  insure  a  good  standard  of  living  fog 
their  family.  This  situation  is  especially  true  when  the  uncertainty  of  work  off 
the  farm  to  supplement  the  farm  income  is  considered.  On  the  other  hand,  some- 
city  workers  are  moving  to  small  farms  as  a  means  of  supplementing  income  from 
industry  and  of  obtaining  greater  security. 

However,  many  of  the  farm  tenants  have  become  farm  owners.  Even  in 
recent  years,  a  few  have  become  farm  owners  with  their  only  help  coming  from 
their  savings  as  tenants.  This  method  of  obtaining  a  farm  was  a  common  one  50 
years  ago.  The  settling  of  new  areas,  especially  in  the  Dakotas,  Minnesota,  and 
Canada,  made  it  possible  for  many  tenants  with  small  savings  to  become  farm 
owners  through  the  purchase  of  low-priced  land  or  the  homesteading  of  new  land 
Farmers  leaving  the  old  established  farm  areas  like  the  corn-belt  gave  many 
young  men  in  these  areas  an  opportunity  to  become  farm  tenants  and  to  take  over 
farms  which  were  vacated  by  tenants  moving  into  new  areas.  At  the  present  time, 
however,  the  agricultural  area  in  the  United  States  has  ceased  to  expand.  Now* 
the  competition  is  for  farms  which  are  already  established. 

Many  misconceptions  are  current  in  regard  to  the  desirable  size  of  farm. 
Many  farm  owners  feel  that  the  cost  of  keeping  farms  equipped  with  building! 
and  fences  is  so  much  that  they  are  better  off  when  they  rent  their  farms  in  large 
tracts  and  have  one  operator  handle  the  land  which  formerly  was  handled  by  twc 
to  five  operators.  Many  tenants  are  capable  of  handling  a  large  acreage ;  on  the 
other  hand,  farm  records  show  rather  conclusively  that  many  men  on  the  larger 
areas  do  not  have  as  good  crop  yields  as  those  on  smaller  farms.  With  modenfi 
equipment  men  also  tend  to  work  long  days  in  the  field  and  give  little  attentior 
to  the  handling  of  livestock.  With  less  livestock  on  the  farm,  the  land  is  apt  tc 
deteriorate  more  rapidly.  Legume  hay  is  not  demanded  as  much  now  as  formerly 
hence,  large-sized  rented  farms,  unless  carefully  supervised,  frequently  lead  tr 
practically  straight  grain  farming  with  little  attention  being  given  to  the  mainte- 
nance of  the  soil. 

Landlords  who  do  not  wish  to  be  bothered  with  the  management  of  theii 
properties  are  likely  to  rent  their  land  to  tenants  who  do  not  require  that  theii 
landowner  furnish  a  set  of  buildings.  However,  tenants  who  rent  land  withoul 
the  use  of  buildings  do  not  give  that  land  as  much  consideration  as  they  would 
that  with  a  set  of  buildings.  Best  attention  is  given  to  the  crops  and  the  properti 
of  the  men  who  furnish  buildings. 

A  careful  study  of  tenant  farms  shows  that  many  landlords  who  have  full} 
equipped  farms  of  160  to  200  acres  may  get  larger  returns  on  their  investment 
alter  depreciation  is  allowed  on  their  buildings  and  after  the  value  to  cover  th( 
land  and  buildings  is  assigned  to  the  farm,  than  do  the  landlords  who  are  renting 
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their  farms  in  larger  tracts.  Good  tenants  can  make  more  money  by  operating 
larger  areas;  but,  on  the  other  hand,  when  poor  tenants  operate  a  large  acreage 
and  receive  low  yields,  they  may  have  little  or  no  profit  above  operating  expenses. 

Many  farms  throughout  the  corn  belt  might  be  more  profitable  if  they  were 
medium-sized  for  the  area  and  were  more  carefully  developed  to  include  enter- 
prises which  will  add  to  the  income  than  if  they  have  all  the  effort  given  to  crop 
production.  Landowners  need  to  give  more  careful  attention  to  the  disadvantages 
as  well  as  the  advantages  of  the  large  farm  when  they  make  their  plans  for  the 
future. 

Careful  studies  of  unoccupied  land  show  that  the  yields  on  unimproved  land 
are  much  lower  than  are  those  of  improved  land  in  the  same  community.  These 
studies  indicate  again  that  the  operator  of  improved  land  keeps  livestock  on  that 
land,  probably  grows  more  legumes,  and  even  hauls  the  byproducts  of  grain 
production  to  that  land  from  the  rented  land.  The  only  sure  way  for  a  land- 
owner of  an  average-sized  tract  of  land  to  know  that  his  farm  is  going  to  be 
carried  on  in  the  most  profitable  way  is  to  provide  the  buildings  and  to  provide 
for  the  handling  of  livestock  so  that  the  farm  organization  will  include  not  only 
livestock  production  but  also  crop  production  which  is  needed  for  growing  live- 
stock. This  method  is  one  of  the  most  economical  ways  of  maintaining  the 
productivity  of  corn-belt  land,  provided  the  operator  is  a  successful  livestock- 
producer. 

The  restriction  of  the  size  of  farms  to  those  of  medium  size  for  the  area 
would  do  much  to  provide  additional  farms  for  young  men  who  wish  to  become 
established  as  tenants  or  for  desirable  tenants  who  are  now  being  forced  off  the 
land  through  the  tendency  to  increase  the  size  of  farm.  Practically  every  village 
throughout  the  corn  belt  has  several  fanners  living  in  it  who  were  unsuccessful 
in  securing  farms  in  the  last  few  years ;  many  of  them  are  renting  a  small  tract  of 
land  and  are  holding  their  equipment  together  in  the  hopes  of  becoming  established 
again  as  tenants  on  good  economically-sized  units.  A  lot  of  our  problems  of  rural 
unemployment  would  be  solved  if  many  of  these  men  who  are  good  operators 
were  again  permitted  to  return  to  farms  of  medium  size  either  in  place  of  less 
efficient  operators  or  through  the  subdivision  of  some  of  the  largest  farm  unit-. 

Tenants  need  not  feel  that  they  must  have  a  full  line  of  mechanized  equipment, 
especially  in  large-sized  units.  Many  tenants  are  successfully  cooperating  with 
other  tenants  by  owning  some  of  the  more  expensive  pieces  of  equipment  in 
common  or  by  exchanging  labor  with  some  of  their  neighbors  and  thus  avoiding 
a  large  outlay  of  money  for  the  purchase  of  every  piece  of  equipment  used  on 
the  farm.  When  we  change  from  the  custom-handling  of  many  lines  of  farm 
work  like  silo  filling,  threshing,  and  the  use  of  corn  huskers.  combines,  and  other 
expensive  pieces  of  equipment,  we  will  probably  go  too  far,  as  far  as  the 
economy  of  production  is  concerned,  toward  every  man's  owning  his  own  equip- 
ment. One  alternative  is  the  use  of  medium-sized  equipment,  or  farmers  can 
offord  to  own  jointly  or  exchange  the  use  of  many  of  the  more  expensive  pieces 
of  equipment. 

Discussion  of  desirable  provisions  in  farm  leases  making  for  greater  security 
for  tenants  and  equitable  arrangements  between  landowners  and  tenants  leading 
to  more  profitable  farming  will  be  found  in  Circular  503  of  the  College  of 
Agriculture  of  the  University  of  Illinois.  jj    Q  ;\[    Case 


CROP  COSTS  IN  ILLINOIS  IN  1939 

For  20  years,  a  group  of  farmers  in  Champaign  and  Piatt  counties  in  east- 
central  Illinois  has  kept  records  of  the  cost  of  producing  farm  crops.  Tn  1939 
the  farmers  included  in  this  cost  study  had  farms  which  were  about  80  acres 

[405  1 


larger  than  those  owned  by  the  average  farmer  in  the  area,  secured  somewhat 
higher  crop  yields  and  had  better  managed  farms  than  did  the  average  farmer: 
in  the  two  counties,  and  had  somewhat  lower  costs  than  did  many  of  then 
neighbors. 

Weather  conditions  in  east-central  Illinois  in  1939  were  very  favorable  for 
most  crops  with  the  exception  of  oats.  Corn  and  soybeans  produced  excellent 
yields,  but  unfavorable  weather  for  oats  at  tilling  time  resulted  in  the  lowest 
oat  yield  since  the  poor  crop  year  of  1934. 

Corn.  In  1939  in  Champaign  and  Piatt  counties,  operating  expenses  for 
producing  an  acre  of  corn  were  $11.25  after  credit  was  given  for  stalk  pasture. 
1  operating  expenses  included  all  production  costs  except  the  interest  on  the  in- 
vestment in  land.  When  land  charges  were  added,  the  net  cost  of  producing  an 
acre  of  corn  was  $17.89.  In  1939  on  farms  included  in  the  study,  the  yield  per 
acre  was  62.5  bushels,  and  the  average  cost  per  bushel  was  28.6  cents  (Table  1 ). 
These  figures  may  be  compared  with  those  for  1932-1936  when  the  yield  per 
acre  was  42  bushels  and  the  average  cost  per  bushel  was  38.7  cents. 

Oats.  In  1939  the  oat  crop  was  combined  on  55  percent  of  the  oatland. 
The  operating  expenses  for  producing  an  acre  of  combined  oats  were  $5.72  and 
for  producing  an  acre  of  threshed  oats  were  $7.05.  When  land  charges  were 
added,  the  net  cost  of  producing  an  acre  of  combined  oats  was  $12.34  and  of 
producing  an  acre  of  threshed  oats  was  $13.73.  The  yield  of  the  combined  oati 
per  acre  was  25.2  bushels,  and  the  average  cost  per  bushel  was  49  cents.  The 
yield  of  the  threshed  oats  per  acre  was  38.3  bushels,  or  13.1  bushels  above  that  of 
combined  oats.  Although  the  production  cost  per  acre  was  higher  for  threshed 
oats  than  for  combined  oats,  the  yield  of  threshed  oats  per  acre  was  so  much 
higher  than  the  yield  of  combined  oats  per  acre  that  the  production  cost  of  the 
threshed  oats  was  13.2  cents  below  that  for  combined  oats,  or  35.8  cents  pel 
bushel. 

Soybeans.  On  the  farms  where  cost  records  were  kept  in  1939,  all  of  the 
soybean  acreage  sown  for  grain  beans  was  harvested  with  the  combine.  The 
operating  expenses  for  producing  an  acre  of  grain  beans  were  $8.57.  When  land 
charges  were  added,  the  net  cost  of  producing  an  acre  of  grain  beans  was  $15.17. 
The  yield  per  acre  was  31.8  bushels,  and  the  average  cost  per  bushel  was  47.7 
cents. 

Winter  wheat.  In  east-central  Illinois,  the  1939  winter  wheat  crop  was 
characterized  by  wide  differences  in  yields  per  acre  from  farm  to  farm.  The 
yield  per  acre  varied  from  39.3  bushels  on  the  farm  with  the  highest  yield  to  9.8 
bushels  on  the  farm  with  the  lowest  yield.  The  average  operating  expenses  foi 
producing  an  acre  of  wheat  on  all  the  farms  in  the  study  were  $7.01.  When  land 
charges  were  added,  the  net  cost  of  producing  an  acre  of  wheat  was  SI 3.71.  The 
yield  per  acre  was  26.2  bushels,  and  the  average  cost  per  bushel  was  ?2.2  cents. 

Alfalfa  hay.  In  1939  the  net  cost  of  the  alfalfa  crop  per  acre  was  $19.6| 
when  taxes  and  interest  on  land  values  were  included  and  after  a  small  credit  tot 
pasture  and  seed  had  been  deducted.  The  average  yield  per  acre  was  2.^2  tons  in 
1939  as  compared  with  1.96  tons  in  the  5-years  1933-1937.  The  average  cost  of 
producing  a  ton  of  alfalfa  hay  in  1039  was  $6.96.  The  pickup  baler  was  used  in 
the  held  to  bale  32.2  percent  of  the  alfalfa  hay  produced  on  the  farms  in  the 
study.  When  the  baler  was  used,  the  cost  of  baling  was  added  to  the  cost  of  the 
crop,  and  the  hay  was  credited  at  baled-hay  prices. 

Clover  hay.  The  net  cost  of  producing  an  acre  of  clover  hay  on  farms  in 
easl  central  Illinois  in  1939  was  $12.20,  this  amount  including  a  land  charge  of 
^'.TJ.    The  yield  per  acre  was  .97  ton,  and  the  average  cost  per  ton  was  $12.63. 


406] 


1 


Table  1. — The  Cost  of  Producing  Crops  in  1939,  Champaign  and  Piatt  Counties 


Item 


Corn 

Com- 
bined 
oats 

Threshed 
oats 

Soybeans 

Winter 
wheat 

Soybean 
hay 

Alfalfa 
hay 

$   1.10 

$     .25 

$     .27 

$      .65 

$      .47 

$      .71 

$.... 

2.91 

.79 

.73 

1.60 

1.23 

1.72 

.75 

.85 

.83 

1.52 

1.13 

1.56 

.45 

.89 

.66 

.84 

.46 

.70 

.81 

.66 

1.50 

.45 

.94 

.77 

.66 

3.13 

2.21 

$  7.15 

$  3.00 

$  3.61 

$  5.00 

$  4.19 

$   7.93 

$      .96 

$      .37 

$   1.04 

$      .44 

$      .36 

$  3.77 

$  3.79 

1.32 

.39 

1.45 

.53 

.51 

2.66 

4.58 

1.14 

1.45 

.99 

.06 

.95 

iioo 

'{'.34 

$  3.23 

$   1.90 

$  3.49 

$  2.42 

$   1.86 

$  6.43 

$10.38 

$  4.90 

$  7.10 

$  7.42 

$  6.05 

$14.36 

$13.09 

1.36 

1.47 

1.44 

1.34 

1.36 

1.40 

1.57 

6.64 

6.62 

6.68 

6.60 

6.70 

6.42 

6.66 

$18.38 

$12.99 

$15.22 

$15.36 

$14.11 

$22.18 

$21.32 

$17.89 

$12.34 

$13.73 

$15.17 

$13.71 

$22.18 

$19.61 

$28.60 

$  6.45 

$10.31 

$23.11 

$16.15 

$11.13 

$23.01 

62.5 

25.2 

38.3 

31.8 

26.2 

2.2 

2.8 

$     .286 

$     .490 

$     .358 

$     .477 

$      .522 

$10.21 

$  6.96 

Clover 
hay 


Growing  costs  per  acre 

Man  labor 

Power,  truck,  and  machinery- 
Seed  

Fertilizer 

Other  expenses 

Total  growing  costs 


Harvesting  costs 

Man  labor 

Power,  truck,  and  machinery 

Combine 

Picker 

Pickup  baler 

Threshing  and  twine 

Total  harvesting  costs .  .  . 

Cost  of  growing  and  harvesting 

Taxes 

Interest  on  land 

Total  cost  per  acre 


Net  cost  per  acre8 

Total  income  per  acre.  .  . 
Yield  per  acre,  bushels  or  tons 
Net  cost  per  bushel  or  ton3. .  . 


.67 
.26 
.91 


$  1.91 
2.18 
1.14 


$  8.04 
1.36 
6.77 

$16.17 

$12.20 
$11.43 

1.0 
$12.63 


"After  credit  is  allowed  for  byproducts  such  as  straw  and  pasture  and  seed  obtained  from  alfalfa  and  clover. 

To  obtain  the  net  cost  of  clover  hay  per  acre,  a  credit  of  $3.89  was  deducted 
from  the  gross  cost  for  the  value  of  seed  harvested  per  acre  in  addition  to  $  .08 
for  pasture.    The  pickup  baler  was  used  in  the  field  to  bale  64.6  percent  of  the 
|  clover  hay  produced  on  the  farms  in  the  study. 

Soybean  hay.  Only  25  percent  of  the  farmers  cut  more  than  2  or  3  mower- 
widths  around  their  soybean  grain  fields  and  used  these  cuttings  for  hay.  There- 
fore, in  considering  the  cost  of  producing  soybeans,  some  credit  should  be  allowed 
for  the  fact  that  cutting  borders  of  soybean  fields  is  as  much  a  method  of  opening 
up  grain  fields  for  the  combine  as  a  method  of  producing  hay.  No  such  credit  was 
given  the  soybean  hay  crop  as  it  is  doubtful  how  much  credit  should  be  allowed. 
I  In  1939  the  operating  eNpenses  for  growing  and  harvesting  an  acre  of  soybean 
hay  were  $15.76.  When  land  charges  wrere  added,  the  cost  of  producing  an  acre 
of  soybean  hay  was  $22.18.  The  yield  per  acre  was  2.17  tons,  and  the  average 
cost  per  ton  was  $10.21. 

Costs  per  acre  and  per  bushel.  Yields  per  acre  had  an  important  influence 
on  the  production  costs  per  bushel  or  ton  of  crops  grown  in  1939;  and,  as  yields 
pof  all  the  crops  except  oats  were  higher  than  the  previous  10-year  average,  crop 
costs  tended  to  be  lower.  Although  high  yields  per  acre  tend  toward  high  costs 
per  acre,  the  net  operating  expenses  of  producing  an  acre  of  corn,  excluding  the 
land  charge,  were  $5.39  lower  than  were  those  for  the  5  years  1925-1929 — the 
net  operating  costs  of  oats  per  acre  were  $1.49  lower,  of  soybeans,  $7.06  lower: 
of  wheat,  $6.79  lower;  and  of  alfalfa  hay,  $1.95  lower.  The  improvement  that 
has  been  brought  about  in  the  efficiency  of  crop  production  even  within  the  past 
10  years  has  been  one  of  the  chief  elements  in  enabling  farmers  to  lower  the  costs 

V  ^eld  cr°Ps-  R.  H.  Wilcox 
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Table  A. — Indexes  of  United  States  Agricultural  and  Business  Conditions 


Commodity  prices 

Income  from  farm  marketings 

Non- 
agricul- 

tural 
income8 

Factory 

payrolls' 

Indus- 
trial 

produc- 
tion" 

Wholesa 

All  com- 
modities' 

le  prices 

Farm 
products1 

Illinois 
farm 
prices3 

Prices 
paid  by 
farmers4 

U.S. 

In 

money6 

Illinois 

month 

In 
money* 

In  pur- 
chasing 
power7 

Base  period 

1929 

1926 
95 
86 
73 
65 
66 
75 
80 
81 
86 
79 
77 

75 
79 
79 
79 
79 
79 
79 
78 
79 
78 
78 
78 
77" 

1926 
105 

88 

65 

48 

51 

65 

79 

81 

86 

69 

65 

61 
69 

67 
67 
68 
69 
68 
68 
69 
68 
66 
66 
65" 

1924-29 
104 
89 
62 
41 
45 
61 
82 
86 
96 
69 
65 

58 
71 
67 
67 
66 
68 
67 
66 
67 
69 
65 
67 
69 

1924-29 
99 
94 
80 
69 
71 
80 
81 
80 
84 
80 
78 

77 
79 
79 
79 
79 
79 
79 
79 
80 
80 
80 
79 
79 

1924-29 
103 
83 
58 
43 
49 
57 
64 
74 
80 
72 
72 

66 
74 
76 
76 
79 
79 
83 
76 
82 
80 
70 
71 

1924-29 
103 
87 
58 
43 
51 
55 
65 
82 
87 
81 
81 

62 

78 
101 

93 

99 
100 
100 

98 

76 

90 

71 

1924-29 
104 

93 

72 

62 

72 

69 

80 
103 
103 
101 

97 

80 

98 
127 
117 
125 
126 
126 
124 

96 
112 

89 

1924-29 
107 
100 

87 

68 

63 

72 

77 

90 

95 

88 

93 

93 
93 
95 
96 
97 
96 
95 
95 
94 
95 
97 

1923-25 

no 

89 
68 
47 
50 
64 
74 
86 
102 
78 
91 

90 

94 
102 
102 
104 

98 

98 

98 

96 

96 

98 

96 

1923-25 
119 
96 
81 

1930 

1931 

1932 

64 

1933 

76 

1934 

79 

1935 

90 

1936 

105 

1937 

110 

1938 

86 

1939      

105 

1939  Aug 

103 

111 

Oct 

121 

Nov 

124 

Dec 

128 

1940  Jan 

Feb 

119 
109 
104 

Apr 

May 

July   

102 
106 
114 

116" 
118" 

Table  B. — Prices  of  Illinois  Farm  Products" 


Product 


Corn,  bu 

Oats,  bu 

Wheat,  bu 

Barley,  bu 

Soybeans,  bu..  .  . 

Hogs,  cwt 

Beef  cattle,  cwt.. 

Lambs,  cwt 

Milk  cows,  head. 
Veal  calves,  cwt. 

Sheep,  cwt 

Butterfat,  lb. .  .  . 

Milk,  cwt 

Eggs,  doz 

Chickens,  lb 

Wool,  lb 

Apples,  bu 

Hay,  ton 

Potatoes,  bu 


Calendar  year  average 


$   .81 

.42 

1.30 

.66 

1.94 

9.97 

8.57 

12.22 

78.00 

11.27 

6.52 

.42 

2.32 

.30 

.21 

.36 

1.59 

13.38 

1.39 


1938 


%   .45 

.24 

.68 

.53 

.75 

8.06 

7.68 

7.76 

60.00 

8.89 

3.36 

.25 

1.66 

.19 

.15 

.21 

.95 

7.65 

.73 


1939 


$   .43 

.28 

.67 

.41 

.74 

6.56 

8.18 

8.18 

63.00 

9.15 

3.44 

.23 

1.59 

.16 

.13 

.25 

1.07 

6.05 

.80 


August 
1939 


$   .38 

.24 

.57 

.36 

.60 

5.50 

7.70 

7.60 

60.00 

8.70 

2.80 

.21 

1.50 

.13 

.13 

.24 

.65 

5.40 

.75 


Current  months 


June 


$   .59 

.30 

.74 

.44 

.73 

4.80 

8.30 

8.90 

69.00 

8.70 

3.05 

.24 

1.45 

.13 

.14 

.30 

1.50 

6.20 

1    10 


July 


$    .59 

.26 

.66 

.42 

.70 

6.00 

8.60 

8.80 

66.00 

9.00 

3.05 

.25 

1.60 

.13 

.14 

.30 

1.05 

5.20 

.80 


August 


$    .60 

.26 

.66 

.44 

.63 

6.10 

9.10 

8.40 

66.00 

9.30 

3.10 

.25 

1.65 

.13 

.13 

.28 

1.05 

6.30 

.75 


'-"For  sources  of  data  in  tables  see  previous  issue. 

Printed  in   furtherance  of  the  Agricultural  Extension  Act  approved  by  Congress,  May  8,   1914.     H.   P. 
Director,  Extension   Service  in    Agriculture  and   Home  Economics,   University  of  Illinois. 
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IS  INFLATION  IMMINENT? 

Developments  of  recent  months  have  brought  the  United  States  to  the  point 
where  inflation  may  be  imminent.  Unless  sufficient  measures  are  taken  by  the 
government  to  avoid  it,  price  inflation  will  probably  be  underway  within  the  com- 
ing year.  However,  indications  show  that  the  authorities  in  Washington  are 
cognizant  of  the  dangers.  Apparently,  plans  have  been  made  which,  it  is  hoped, 
will  prevent  inflation  or  at  least  control  its  amount.    If  price  inflation  does  occur, 
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United  States  Wholesale  Prices  and  Related  Factors 
The  trend  of  exports  and  industrial  production  continues  upward.    When  produc- 
ion  reaches  capacity,  a  situation  similar  to  that  of  December   1915  will  prevail,  and 
igorous  measures  are  likely  to  be  necessary  if  inflation  is  to  be  avoided. 
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however,  agricultural  prices  are  not  likely  to  rise  as  much  in  relation  to  nonagri- 
cultural  prices  as  they  did  during  the  years  1916  to  1918. 

Today  opinion  differs  widely  concerning  the  likelihood  of  inflation  developing 
in  the  United  States.  Of  course,  two  opinions  are  prevalent:  (1)  that  we  will 
have  inflation  and  (2)  that  we  will  not  have  inflation.  People  who  argue  that 
there  will  be  no  inflation  usually  point  out  that  we  have  had  a  very  large  volume 
of  unemployed  men  and  resources  in  recent  years  and  that  this  unused  productive 
capacity  is  more  than  ample  to  provide  for  rearmament.  Our  experience  of 
recent  years  shows  that  the  existence  of  a  large  deficit  in  the  federal  finances  is 
not  necessarily  accompanied  by  inflation.  Consequently,  those  who  were  fore- 
casting inflation  three  to  Ave  years  ago  on  the  basis  of  the  effect  of  an  unbalanced 
budget  have  been  discredited.  Under  such  circumstances  the  chief  danger  is  that 
people  will  tend  to  overlook  the  conditions  under  which  an  unbalanced  budget  is 
likely  to  be  accompanied  by  inflation. 

A  great  deal  of  uncertainty  remains  as  to  the  magnitude  of  our  rearmament 
efforts.  The  government  publication,  Survey  of  Current  Business,  September, 
1940,  states  on  page  3,  "In  contrast  to  an  actual  expenditure  of  1.5  billion  dollars 
fur  the  army  and  navy  during  the  fiscal  year  1939-40,  the  funds  already  appropri- 
ated, with  those  now  pending  in  Congress,  will  make  available  a  cash  total  of  over 
61/2  billion  dollars  for  the  current  fiscal  year.  Additional  funds  will  be  required  for 
training  men  called  up  from  the  National  Guard,  and  through  the  selective  draft 
legislation  pending  before  Congress.1  Furthermore,  there  will  be  loans  made  to 
industry  for  plant  expansion  by  the  Reconstruction  Finance  Corporation  in  an 
amount  which  cannot  as  yet  be  estimated." 

Since  the  program  is  only  well  started,  defense  expenditures  will  be  larger  in: 
future  years  than  in  1940-41.  Estimates  vary,  but  in  general  they  indicate  that 
our  national  defense  costs  will  average  about  12  billion  dollars  yearly  in  the  next 
five  years  as  compared  with  about  1  billion  dollars  yearly  prior  to  last  year.  Of 
course,  these  estimates  are  based  on  present  price  levels,  and  expenses  would  be* 
correspondingly  increased  if  inflation  should  develop.  Then,  too,  the  plans  are> 
subject  to  revision  as  to  the  number  of  ships,  tanks,  airplanes,  and  other  war 
materials  which  may  be  needed.  Reports  indicate  that  the  recent  definite  align- 
ment of  Japan  with  the  Rome-Berlin  Axis  has  resulted  in  the  tentative  drafting 
of  a  new  set  of  defense  plans  involving  even  larger  expenditures. 

American  industry  will  be  called  upon  to  produce  many  war  machines  ami 
supplies  not  only  for  our  own  defense  needs  but  also  for  Great  Britain's  needs. 
The  volume  of  such  business  is,  of  course,  highly  uncertain.  The  total  value  of 
our  exports  to  all  countries  amounted  to  3.9  billion  dollars  during  the  first  year 
of  the  war  as  compared  with  an  average  of  2.9  billion  dollars  for  the  two  preced- 
ing years.  Most,  if  not  all,  of  this  increase  must  be  attributed  to  war  goods,  and 
their  volume  is  still  on  the  increase.  During  the  coming  year,  and  as  long  as  the 
war  continues,  such  exports  are  likely  to  total  at  least  2  billion  dollars  yearly: 
Altogether,  then,  the  war  demands  are  likely  to  call  for  a  production  of  13  billior 
dollars'  worth  of  goods  yearly  as  compared  with  1  billion  dollars'  worth  in  recent 
years,  a  yearly  increase  of  12  billion  dollars  in  terms  of  present  price  levels. 

In  the  three  years  1937  to  1939  inclusive,  the  national  income — that  is  tht 
value  of  the  goods  and  services  produced  in  the  United  States — has  averagec 
slightly  over  OX  billion  dollars.  Our  production  of  goods  and  services  would  have 
been  about  20  percent  higher  if  we  had  been  operating  at  capacity  levels.  Asid<' 
from  the  danger  of  "bottle  necks"  in  production,  then,  can  we  not  easily  increase 
our  production  of  war  goods  by  12  billion  dollars?  Can  we  not  maintain  th< 
production  of  oilier  goods,  produce  12  billion  dollars  more  of  war  goods  per  year 
and  still  have  a  slack  of  unemployed  resources  which  will  prevent  inflation? 


'This  statement  was  written  before  the  draft  legislation  had  passed. 
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Superficially,  it  would  seem  that  the  United  States  could  easily  produce  the 
needed  war  goods  and  still  have  ample  unused  capacity.  But  the  answer  is  not  so 
simple.  Under  our  economic  system,  the  people  who  produce  goods  and  services 
receive  as  income  an  aggregate  amount  equal  to  the  value  of  those  goods  and 
services.  Out  of  that  income  they  pay  taxes,  buy  things  for  current  consumption, 
and  perhaps,  save.  The  income  of  these  people  will  increase  as  much  as  their  pro- 
duction; and  unless  taxes  and  savings  increase  as  much  as  does  the  amount  of 
production,  they  will  spend  more  for  consumption  goods.  With  more  money  spent 
for  consumption,  more  goods  will  need  to  be  produced,  production  will  be  in- 
creased still  further  and  so  on.  The  pyramiding  of  purchasing  power,  which 
results  if  government  expenditures  increase  more  rapidly  than  do  taxes  plus  the 
net  lending  of  individuals  to  the  government,  may  result  in  rising  prices  as  well 
as  in  increasing  production.  Moderately  rising  prices,  especially  for  agricultural 
products,  are  likely  to  accompany  increasing  industrial  production.  This  does  not 
constitute  inflation,  but  once  capacity  production  is  reached,  if  not  before,  the 
upward  spiral  of  production  changes  to  an  upward  spiral  of  prices,  and  inflation 
is  underway. 

The  effects  of  the  large  appropriations  by  Congress  for  defense  purposes  are 
only  beginning  to  show  up  in  the  most  recently  compiled  indexes  of  industrial 
production.  The  Federal  Reserve  Board  Index  rose  from  a  level  of  109.5  per- 
cent of  the  1936-38  average  in  April  to  123.4  percent  of  this  same  average  in 
September  (Fig.  1).  Further  advances  in  industrial  production  are  apparently 
underway  in  October.  Bank  loans  advanced  sharply  in  September  and  are  at 
levels  which  are  almost  as  high  as  were  those  of  early  1938.  The  price  level  of 
commodities  at  wholesale  has  shown  very  little  rise.  The  last  monthly  figure 
available  is  the  one  for  September,  when  the  Bureau  of  Labor  Statistics  wholesale 
index  stood  at  95  percent  of  the  3-year  average,  1936-38.  Weekly  indexes  have 
shown  a  slight  advance  since  then ;  and  when  monthly  figures  are  available  for 
October,  they  will  probably  be  somewhat  higher  than  the  September  index. 

Present  prospects  are  that,  within  a  few  months,  industrial  production  will 
reach  the  limit  of  the  practical  capacity  of  our  existing  equipment  and  methods  of 
organizing  production.  With  exports  at  a  high  level  and  a  huge  domestic  re- 
armament program  underway,  we  shall  then  be  in  a  situation  quite  similar  to 
that  which  prevailed  in  early  1916.  United  States  industry  will  be  attempting  to 
fulfill  the  large  demands  for  war  goods  in  addition  to  the  demands  for  goods  from 
individual  consumers. 

To  prevent  inflation,  taxation  and  savings  of  individuals  in  the  United  States 
must  be  increased  by  approximately  the  same  amount  as  are  the  expenditures  for 
war  goods.  There  may,  of  course,  be  some  reduction  in  government  expenditures 
for  other  purposes.  Larger  taxes  have  already  been  levied.  The  rates  may  be 
increased.  Individuals  may  be  encouraged  to  save  for  the  purchase  of  government 
bonds  or  other  securities.  Of  course,  price  fixing  by  the  government  may  play  an 
[important  part  in  checking  inflation.  But,  if  taxation  and  voluntary  savings  do 
jnot  increase  rapidly  enough  to  offset  the  increased  expenditures  for  war  goods, 
some  system  of  rationing  or  some  other  method  which  would  involve  enforced 
'savings  would  be  necessary  in  order  to  enforce  price  fixing. 

In  Great  Britain,  where  measures  were  undertaken  to  check  rising  prices 
almost  at  the  outset  of  the  war,  prices  have  shown  a  marked  rise,  nevertheless. 
The  wholesale  price  index  of  the  British  Board  of  Trade  rose  from  98  in  July. 
1939,  to  140  in  August,  1940,  a  rise  of  over  40  percent.  This  rise  was  more  rapid 
:han  the  one  that  occurred  in  the  corresponding  months  of  1914  and  1915.  Eng- 
and's  experience,  consequently,  suggests  that  we  should  not  be  overconfident  as 
■o  our  ability  to  avoid  inflation  if  military  expenditures  demand  a  major  part  of 
mr  productive  efforts. 

One  of  the  primary  factors  involved  in  the  rise  of  prices  in  Great  Britain  has 
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been  the  decline  in  the  foreign  exchange  value  of  its  currency.  There  seems  little 
likelihood  that  any  general  decline  in  the  value  of  the  United  States  dollar  will 
occur  and  thereby  contribute  to  inflation  in  this  country.  The  United  States  has 
a  favorable  balance  of  trade — we  export  more  goods  than  we  import,  and,  further- 
more, we  have  a  very  large  share  of  the  world's  monetary  gold  stocks.  Both  of 
these  factors  are  favorable  to  the  maintenance  of  the  value  of  the  dollar,  and  the 
withdrawal  of  foreign  balances  in  case  we  do  become  a  belligerent  could  probably 
no  more  than  temporarily  affect  the  foreign  exchange  value  of  the  dollar.  Any 
general  rise  of  prices  in  the  United  States  comparable  to  that  which  occurred  from 
1916  to  1918  would  probably  involve  a  similar  rise  of  prices  in  terms  of  gold  in 
many  countries. 

If  inflation  develops  in  the  United  States,  it  is  likely  to  differ  considerably 
from  that  of  1916  to  1918.  Agricultural  products  of  which  we  have  an  export 
surplus  may  be  less  affected  in  this  World  War  than  in  the  World  War  of  1914- 
18,  and,  as  a  result,  the  prices  of  agricultural  products  may  rise  less  than  will 
prices  of  nonagricultural  products.  jr.  T    Working 

OUTLOOK  FOR  FEED  GRAINS  AND  SOYBEANS 

Corn.  The  government  loan  is  now  the  dominant  factor  in  the  price  of  corn. 
As  was  predicted  at  various  grain  and  livestock  outlook  meetings  which  were  held 
in  Illinois  in  the  fall  of  1939,  the  Illinois  farm  price  of  corn  has  increased  to  a 
level  equal  to  or  above  the  loan  price.  This  rise  occurred  during  the  month  of 
April,  1940;  since  then,  the  price  of  corn  has  been  quite  stable,  around  65  cents 
at  Chicago  for  No.  2  yellow  corn.  At  this  level,  commercial  users  were  able  to 
satisfy  their  demands  for  corn,  and  enough  producers  were  willing  to  sell  to  pre- 
vent the  price  from  advancing  above  it.  Although  the  current  bids  on  new  crop 
corn  and  the  price  of  futures  are  below  this  level,  the  price  of  new  crop  corn  will 
probably  not  be  below  this  level  of  April  to  September,  1940,  for  long.  How  long 
this  period  will  continue  will  depend  on  the  time  required  to  absorb  the  various 
supplies  of  "free"  corn,  which  are  normally  marketed  at  harvest  time  for  various 
reasons,  such  as  lack  of  storage  space  or  need  for  immediate  money.  But,  with  the 
realization  that  about  430  million  bushels  of  the  1938  and  1939  corn  crops  are 
under  seal  or  are  held  by  the  government  and  that  the  1940  crop  is  shorter  than  it 
has  been  for  the  last  three  years  and  with  the  behavior  of  the  price  in  the  1939-40 
season  fresh  in  the  memory  of  many  operators,  supplies  of  "free"  corn,  except 
those  that  must  move,  are  not  likely  to  be  pressed  on  the  market.  Therefore,  the 
price  should  go  up  to  the  loan  level  earlier  in  1940-41  than  in  1939-40. 

This  loan  level  will  be  somewhat  higher  in  1940-41  than  in  1939-40  for  two 
reasons:  first,  the  loan  price  will  probably  be  higher — the  size  of  the  1940  crop 
and  the  current  position  of  parity  suggest  a  loan  of  about  61  cents  on  1940  corn; 
second,  the  shorter  crop  in  the  eastern  corn-belt  states  may  make  it  necessary  to 
draw  corn  from  Iowa  during  the  coming  season.  Since  the  corn  loan  is  the  same 
within  the  corn  belt  regardless  of  location,  a  market  price  in  Iowa  high  enough  to 
draw  corn  out  of  the  loan  for  shipment  east  would  establish  a  price  somewhat 
above  the  loan  price  in  Illinois  because  of  the  lower  freight  charges  on  Illinois 
corn  to  central  markets  in  the  eastern  corn  belt. 

In  addition  to  the  loan,  the  following  facts  are  of  significance  in  relation  to  the 
corn  situation: 

(1)  The  1940  corn  crop  is  estimated  at  about  2,350  million  bushels.  Adding  a 
carryover  of  650-700  million  bushels  to  this  estimate,  we  find  that  the  total  suppl) 
is  3,000-3,050  million  bushels.  This  amount  compares  with  about  3,200  millior 
bushels  in  1939. 

(2)  The  current  supply  exceeds  our  probable  consumption  in  the  1940-41 
season  by  450-550  million  bushels,  and  so  no  general  shortage  will  occur.    How 
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ever,  the  total  supply  includes  approximately  430  million  bushels  which  are  esti- 
mated to  be  in  the  hands  of  the  government  or  held  by  farmers  under  government 
loans.  Even  though  the  higher  market  price  and  the  shorter  crop — particularly  in 
the  eastern  part  of  the  corn  belt — may  substantially  reduce  the  quantity  of  sealed 
1940  corn  in  comparison  with  that  of  1939  corn,  supplies  of  "free"  corn  will 
obviously  be  very  short  before  the  end  of  the  season. 

(3)  The  total  supply  of  feed  grains,  including  carryover,  is  now  estimated  at 
over  115  million  tons,  about  the  same  as  it  was  in  1939-40;  but  consumption  is 
expected  to  be  less,  due  to  a  reduction  of  3  to  4  percent  in  grain-consuming  animal 
units,  the  reduction  being  chiefly  in  hogs.  The  supply  is  equivalent  to  about  .87 
ton  per  animal  unit,  or  about  the  average  of  the  last  two  years.  However,  the 
supply  per  animal  unit  is  smaller  when  adjustments  are  made  for  loan  corn. 

(4)  Commercial  uses  may  expand  moderately  during  the  year,  but  these  uses 
never  take  a  significant  part  of  the  crop.  The  total  quantity  used  for  feed  will  be 
less  because  of  fewer  hogs  and  possibly  because  of  less  cattle  feeding.  A  consid- 
erable movement  of  corn  into  the  eastern  corn  belt  is  likely  because  of  poor  crops 
there,  but  the  movement  into  the  south  will  be  smaller  because  of  better  crops 
and  reduced  numbers  of  hogs. 

(5)  The  international  situation  tends  to  weaken  the  price  of  corn  along  with 
the  prices  of  other  cereals.  Since  the  British  blockade  has  closed  the  greater  part 
of  the  continent  of  Europe  to  oversea  trade,  the  amount  of  international  trade  in 
grain  has  been  seriously  reduced,  and  this  reduction  has  a  price-depressing  effect 
on  the  markets  for  grains  in  all  of  the  exporting  countries. 

All  these  factors  taken  together  confirm  the  point  made  at  the  beginning  of  this 
article:  The  government  loan  is  now  of  dominant  importance  in  the  current  corn 
market. 

Oats.  The  price  of  oats  is  typically  related  to  the  price  of  corn.  The  loan 
on  corn  tends  to  strengthen  the  price  of  oats  because  it  stimulates  the  use  of  the 
latter  crop  as  feed.  The  crop  of  oats  was  large:  The  supply  is  indicated  to  be 
'  about  1,365  million  bushels  as  compared  with  1,131  million  bushels  last  year.  The 
relatively  low  price  has  stimulated  heavy  feeding,  and  considerable  movement  is 
taking  place  within  Illinois  and  between  Illinois  and  adjoining  states  in  order  to 
balance  local  supplies.  The  rather  large  crop  and  its  slow  movement  to  market 
suggests  that  supplies  for  market  will  be  available  during  the  year  in  such  quan- 
tities as  to  prevent  any  considerable  rise  in  the  price  of  oats  in  relation  to  other 
grains. 

Soybeans.  In  spite  of  a  larger  acreage,  soybean  yields  per  acre  are  disap- 
pointing, and  the  total  crop  is  lower  this  year  than  last.  The  October  1  estimate 
Ijof  the  Crop  Reporting  Board  is  81.5  million  bushels  as  compared  with  an  estimate 
'},  ]of  about  87  million  bushels  in  1939.  The  1939  crop  was  probably  underestimated, 
"'[  and  so  the  actual  decrease  is  more  than  these  figures  indicate.  However,  about 
11  million  bushels  of  the  1939-40  crop  were  exported,  and  so  the  supply  available 
for  milling  in  this  country  may  be  larger  this  year  than  last  year. 

But  the  really  significant  point  is  not  the  supply  of  soybeans  but  the  low 

» rices  at  which  the  principal  products  of  beans  are  selling.  On  October  10  the 
ase  price  of  soybean  meal  for  prompt  shipment  at  Chicago  was  quoted  at  $24.20 
per  ton  and  50  cents  per  ton  less  for  shipment  after  November  1.  Soybean  oil 
s  worth  ZY\  cents  per  pound  at  midwest  mills.  The  combined  value  of  48  pounds 
3f  meal  and  9  pounds  of  oil  at  these  prices  is  92  cents,  or  about  14  cents  over  the 
:urrent  price  of  beans  at  Chicago.  During  the  last  three  years,  this  difference  has 
iveraged  close  to  25  cents  per  bushel,  and  so  we  may  conclude  that  soybeans  are 
priced  fairly  high  in  relation  to  the  current  prices  of  its  products.  The  trend  in 
he  prices  of  soybeans  depends  primarily  on  the  trends  in  the  prices  of  soybean 
neal  and  soybean  oil.    Prices  have  increased  since  October  10. 
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Currently,  soybean  meal  is  low  in  price  in  relation  to  corn,  and  in  midwesterr 
markets  it  is  rather  low  in  comparison  with  other  oil  meal  feeds.  However,  at 
other  points,  the  situation  is  different.  The  prices  per  ton,  bagged,  on  October 
were  reported  by  the  Agricultural  Marketing  Service  as  follows: 

Chicago  Buffalo  St.  Louis  Memphis 

Soybean  meal  (41%  protein) £24.70  £27. 50  £26.50             

Cottonseed  meal  (41%  protein) 29.00  30.50             26.00  £23.00 

Linseed  meal  (37%  protein) 27.40  25.00             29.30             

The  low-price  of  linseed  meal  at  Buffalo  reflects  the  milling  of  imported  flax- 
seed at  that  point  and  the  inability  to  follow  the  usual  practice  of  re-exporting  the 
meal  due  to  the  international  conditions  described  above. 

The  total  supply  of  oilseed  feeds  is  likely  to  be  somewhat  larger  this  year  than 
last  year  because  of  larger  domestic  crops  of  cottonseed  and  flaxseed  and  possibly 
because  of  larger  crushings  of  soybeans,  where  the  absence  of  exports  of  soybeans 
will  offset  the  smaller  crop.  Crushings  of  cottonseed  will  be  about  250,000  tons 
larger  in  1940-41  than  in  1939-40,  and  production  of  flaxseed  will  be  about  10 
million  bushels  larger  this  year  than  last  year.  The  estimated  crop  of  30.7  million 
bushels  is  about  equal  to  last  year's  total  crushings,  and  so  imports  may  be  smaller. 
However,  building  and  business  activity  will  increase  the  demand  for  linseed  oil 
and  will  thus  make  some  imports  necessary.  So  the  total  supply  of  linseed  oil 
meal  is  likely  to  be  larger. 

In  view  of  the  larger  supplies,  the  chief  possibility  for  an  improved  price  for 
soybean  meal  is  heavy  consumption  of  it  stimulated  by  the  low  price  of  soybean 
meal  in  relation  to  corn  and  other  protein  feeds.  Such  heavy  consumption  would 
alter  the  balance  between  supplies  of  soybean  meal  and  other  feeds  and  would 
cause  its  price  to  strengthen.  However,  we  are  faced  with  the  necessity  of 
annually  using  about  a  million  more  tons  of  these  high-protein  feeds  than  we 
used  before  1934. 

The  oil  and  fat  markets  are  pretty  well  clogged  with  heavy  supplies,  particularly 
in  the  edible  oil  and  soap  sections.  The  increased  production  of  hogs  and  the 
lack  of  an  active  export  market  for  lard  have  forced  an  increase  of  about  600 
million  pounds  in  the  annual  consumption  of  that  fat  during  the  past  two  years. 
Consequently,  lard  has  displaced  other  fats  which  had  filled  the  gap  caused  by  its 
shortage  from  1935  to  1937.  The  production  of  domestic  vegetable  oils  has  in- 
creased— particularly  that  of  soybean  oil,  of  which  the  1939  consumption 
amounted  to  about  6  percent  of  the  total  of  21  fats  and  oils  with  which  it  com- 
petes more  or  less  in  various  uses.  The  situation  is  summarized  by  the  price 
quotations  of  41/2  cents  per  pound  for  crude  cottonseed  oil  at  Mississippi-valley 
mills  and  of  around  5  cents  per  pound  for  prime  steam  lard  at  Chicago.  Soybean 
oil,  which  is  a  newcomer  in  the  field  and  which  has  few,  if  any,  technical  ad- 
vantages in  its  principal  uses,  has  to  compete  on  a  price  basis. 

However,  the  following  factors  might  contribute  to  some  advances  in  the 
prices  of  oils  and  fats:  (1)  improved  business  activity,  which  will  expand  the 
demand  for  them;  (2)  a  reduction  of  10  percent  in  prospective  hog  supplies 
for  1940-41  ;  (3)  smaller  stocks  of  cottonseed  oil,  which  will  offset  increased 
crushings ;  (4)  a  price  level  so  low  as  to  discourage  imports  of  oil  except  for  oils 
that  are  technically  necessary.  Moderate  increases  in  prices  over  the  course  of  the 
next  year  are  probable. 

The  question  that  farmers  raise  about  soybeans  is:  Will  the  price  go  u\ 
sufficiently  to  make  storage  profitable?  Typically,  soybean  prices  have  riser 
bet  wren  harvest  and  the  following  summer.  The  prospects  are  not  great  for  more 
tli an  a  moderate  increase  in  1940-41  unless  there  is  a  sharp  rise  in  the  genera! 
Price  level.  L.  J.  Norton 


[414  1 


I 


THE  SHEEP  CYCLE 

Changes  in  the  price  of  sheep  are  the  result  of  changes  in  the  factors  causing 
two  general  types  of  price  movements:  (1)  those  which  are  common  to  com- 
modity prices  in  general,  usually  designated  as  changes  in  the  buying  power  of 
money  and  (2)  those  in  the  supply  of  and  the  demand  for  sheep. 

Changes  in  the  Purchasing  Power  of  Sheep.  Changes  in  the  value  of 
money  can  be  eliminated  from  the  price  of  sheep  by  expressing  the  price  in  terms 
of  the  purchasing  or  the  buying  power;  that  is,  the  price  of  sheep  divided  by  an 
index  that  measures  the  changes  in  the  general  price  level.  This  is  a  measure  of 
the  price  of  sheep  relative  to  the  prices  of  all  commodities  at  wholesale.  In 
Figure  1,  both  the  price  and  the  purchasing  power  of  sheep  are  given;  the  fluc- 
tuations in  the  solid  line  are  the  result  of  changes  in  the  supply  of  and  demand 
for  sheep. 

Before  the  first  World  War,  the  purchasing  power  of  sheep  fluctuated  in 
fairly  regular  cycles  of  about  7  to  8  years  from  peak  to  peak  (Fig.  1).  From 
1885  to  1912,  three  complete  price  cycles  occurred.  Peaks  were  reached  in  1892, 
1899,  and  1908.  Since  the  World  War,  these  cycles  have  been  rather  erratic  and 
the  ups  and  downs  have  been  more  pronounced  than  they  were  formerly.  Peaks 
were  reached  in  1918  and  1929.  The  fluctuations  or  ,cycles  in  the  purchasing 
power  of  sheep  have  been  much  less  regular  than  have  been  those  in  the  pur- 
chasing power  of  beef  cattle  (see  the  April  issue  of  Illinois  Farm  Economics). 
Nevertheless,  the  cycle  of  the  purchasing  power  of  sheep  is  of  some  value  in 
forecasting  the  future  supplies  of  sheep  because  changes  in  the  profitableness  of 


Fig.  1. — Purchasing  Power  and  Prices  of  Sheep  per  Head,  U.  S.,  1885-1940 

(1910-1914=100) 
The  price  of  sheep  has  fluctuated  more  violently  than  has  the  purchasing  or  the  buying 
lower  of  sheep.    During  the  last  war,  the  United  States  farm  price  of  sheep  rose  from  a 
'early  average  price  of  $5.10  per  head  in  1916  to  $11.76  per  head  in  1918  and  then  fell  to 
4.79  per  head  in  1922. 
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Fig.  2. — Purchasing  Power  of  Sheep  per  Head  and  Yearly  Changes  in 

Sheep  Numbers,  U.  S.,  1885-1940 

(1910-1914=100) 

The  rate  of  expansion  or  contraction  of  sheep  numbers  has  been  associated  with  changes 
in  the  purchasing  power  of  sheep.  Rising  purchasing  power  brings  an  increase  in  numbers; 
falling  purchasing  power  brings  a  decrease  in  numbers. 

sheep  production  and  the  resulting  tendencies  to  expand  or  contract  sheep  pro- 
duction are  associated  with  changes  in  the  price  of  sheep  relative  to  costs. 

On  January  1,  1940,  the  purchasing  power  of  sheep  was  higher  than  it  had 
been  at  any  time  since  1930.  This  high  purchasing  power  reflected  a  good  demand 
for  meats  and  wool.  The  price  of  sheep  was  strengthened  last  fall  because  the 
price  of  wool  rose  sharply  at  the  outbreak  of  the  war.  The  purchasing  power 
of  sheep  is  higher  now  than  it  has  been  at  any  time  since  1930,  but  it  is  still 
below  the  peaks  of  1918  and  1929.  Although  the  numbers  of  sheep  are  slowly 
increasing,  the  cycle  of  the  purchasing  power  of  sheep  will  probably  not  turn 
downward  as  long  as  the  good  demand  for  meats  and  wool  continues.  The 
duration  of  this  period  of  high  prices  will  depend  upon  the  length  of  the  war  and 
the  armament  boom. 

Changes  in  the  Numbers  of  Sheep.  The  numbers  of  sheep  have  increase( 
during  periods  of  rising  purchasing  power  and  have  decreased  during  periods  oi 
falling  purchasing  power  (Fig.  2).    The  longest  period  of  expansion  since  1885 
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Fig.  3. — Stock  and  Feeder  Sheep  and  Lambs  on  Farms  in  the  United  States,  1885-1940 
On  January   1,   1940,  there   were  54,473,000  sheep  on  farms  and  ranches  in  the  United 
States,    This  was  the  largest  number  in  the  history  of  the  country. 
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took  place  during  the  9  years  from  1923  to  1931  ;  the  longest  period  of  liquidation 
took  place  during  the  6  years  from  1911  to  1916.  Usually  a  lag  of  a  year  or  two 
occurred  before  the  rise  in  the  purchasing  power  led  to  an  increase  in  num- 
bers. A  similar  lag  occurred  before  the  decline  in  the  purchasing  power  led  to 
a  decrease  in  numbers.  The  purchasing  power  began  to  increase  between  January 
1,  1933  and  1934,  but  the  numbers  did  not  increase  until  1936.  Because  a  lag  may 
be  expected  to  occur  and  because  the  purchasing  power  will  probably  be  steady 
or  increasing  for  a  while,  the  numbers  of  sheep  will  probably  continue  to  increase 
for  the  next  few  years.  The  increased  production  of  roughage  in  Illinois  and 
other  midwestern  states  is  also  a  further  stimulus  to  sheep  production. 

The  total  numbers  of  sheep  and  lambs  on  farms  and  ranches  in  the  United 
States  on  January  1  of  each  year  are  given  in  Figure  3.  The  numbers  have 
fluctuated  from  a  low  of  36,803,000  on  January  1,  1923,  to  a  high  of  54,473,000 
on  January  1,  1940.    The  1940  figure  is  the  largest  in  the  history  of  the  country. 

E.  M.  Hughes 


SOME  EFFECTS  OF  MECHANIZATION   ON  AMOUNTS 
AND  COSTS  OF  FARM  LABOR 

A  great  deal  has  been  said  recently  about  the  reduction  of  labor  requirements 
on  farms  because  of  mechanization.  The  extent  of  such  a  reduction,  however, 
applies  very  differently  on  farms  of  various  types  and  sizes.  On  most  farms  the 
labor  of  the  operator  and  his  family  is  paid  by  the  general  income  of  the  farm 
rather  than  by  a  cash  wage.  To  a  considerable  extent,  the  purpose  in  reducing 
labor  demands  is  to  reduce  the  cash  outlay  for  wages  of  hired  labor,  although 
that  reduction  may  also  shorten  the  hours  and  lessen  the  burden  of  the  work  of 
the  operator  and  his  family.  Since  the  noncash  labor  is  already  available,  the 
question  in  the  minds  of  many  farmers  is  how  much  hired  labor  is  necessary. 

The  distribution  of  expenses  in  1939  for  labor  furnished  by  the  operator, 
family,  and  hired  labor  on  accounting  farms  in  the  farming-type  areas  in  Illinois 
is  given  in  Table  1.  The  operator's  labor  was  calculated  at  $50  a  month  in  the 
first  five  groups  and  at  $40  a  month  in  the  last  four  groups.  In  all  nine  areas, 
the  operators  spent  from  84  to  92  percent  of  their  time  on  the  farm.  The  value 
of  family  labor  was  estimated  on  the  basis  of  the  hired  labor  displaced  and 
averaged  from  3  to  6  months  per  farm ;  the  value  of  hired  labor  was  calculated 
on  the  basis  of  the  cash  outlay  for  wages  and  the  estimated  value  of  the  food 
products  furnished  this  labor.  For  each  of  these  areas,  the  accounting  farms 
averaged  larger  than  all  farms  in  the  area  because  of  the  absence  of  very  small 
units  and  the  smaller  proportion  of  units  of  less  than  average  size.  On  a  per 
farm  basis  the  total  labor  expense  was  highest  in  the  Chicago  Dairy  Area  and 
lowest   in   the  southern   Illinois   areas.    The   total   labor   expense   represented   a 


Table 
in 

. — Distribution  of 
the  Various  Type- 

Labor  Expenses  by  Kinds  of  Labor 
of-Farming  Areas  in  Illinois* 

Type-of-farming  area 

Value  of  labor  furnished  by 

Total 

labor 

expense 

Cost  per 
£100  gross 
earnings 

Size  of 
farms 

Number 

Operator 

Family 

Hired 
labor 

of 
farms 

)airy 

{5516 
554 
519 
531 
524 
430 
426 
421 
402 

£224 
178 
162 
164 
245 
258 
228 
137 
120 

2490 
362 
510 
432 
379 
229 
160 
172 
411 

$1   230 

1   094 

1    191 

1   127 

1   148 

917 

814 

730 

933 

$27 
20 
18 
18 
22 
26 
30 
24 
38 

171 
209 
249 
268 
261 
202 
227 
218 
186 

87 
454 

-ivestock  and  grain 

?ash  grain 

Jeneral  farming 

)airy  and  wheat 

511 
559 
315 
271 
103 

'ruit  and  vegetables 

63 

56 

"Tables  compiled  fro 
1.  L.  Mosher. 

m  Summary 

of  Farm  Bus 

ness  Reports, 
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1939,  by  P. 

E.  Johnstot 

i,  J.  B.  Cunr 

ingham,  and 

Table  2. 


-Differences  in  Labor  Requirements  of  Illinois  Farms 
\\  ith  Various  Sources  of  Income 


Source  of  income 


C.r;iin,  40  percent  or  more 

Dairy  sales,  40  percent  or  more 

Hogs,  40  percent  or  more 

Cattle,  40  percent  or  more 

General  farms,  livestock  under  60  percent 
General  farms,  livestock  over  60  percent . 


Months  of 
labor  per 
100  acres 


7.86 
14.62 
9.59 
8.49 
9.13 
9.48 


Months  of 
total 
labor 


20.9 
25.0 
21.2 
28.1 
21.1 
23.5 


Acres  per 
farm 


266 
171 
221 
331 
231 
248 


Number  of 
farms 


634 
62 
236 
189 
382 
334 


Table  3. — Relation  of  Size  of  Farm  to  Labor  Requirements  in  Illinois 


Acres  in  farm 

Number  of 
workers" 

Total  months 
of  labor 

Labor  cost  per 
$100  gross 
earnings 

Size  of 

farms 

Number  of 
farms 

41-120 

1.22 
1.50 
1.81 
2.10 
2.50 
3.12 

14.6 
18.0 
21.7 
25.2 
30.0 
37.4 

#27 
22 
19 
17 
19 
16 

101 
167 
242 
319 
397 
580 

204 
643 
464 
276 
113 
139 

121-200 

201-280 

281-360 

361-440 

»12  months'  basis. 


larger  proportion  of  the  gross  farm  earnings  in  these  areas  than  in  the  central 
part  of  the  state — in  the  Chicago  Dairy  Area,  because  the  labor  requirements  in 
dairy  farming  were  high ;  in  the  southern  Illinois  areas,  because  the  farm  earn- 
ings were  low. 

The  effect  of  the  system  of  farming  upon  labor  requirements  is  more  aeon 
rately  shown  when  the  records  of  farms  in  central  and  northern  Illinois  are  classi- 
fied on  an  income  basis  (Table  2).  The  months  of  labor  used  per  100  acres  of 
farm  land  were  highest  on  the  dairy  farms,  were  lowest  on  the  grain  farms,  and 
differed  only  moderately  on  farms  with  considerable  livestock  other  than  dairy 
cattle.  Even  wider  differences  would  appear  if  the  total  months  of  labor  required 
were  only  applied  to  the  cropland.  This  method,  however,  would  give  a  marked 
advantage  to  the  grain  farms  since  their  proportion  of  acreage  in  crops  was  much 
higher  (63  percent  as  compared  with  42  percent  for  dairy  farms  and  with  49 
to  54  percent  for  each  of  the  other  groups)  and  since  the  amounts  of  livestock 
were  much  lower. 

Another  influence  in  this  labor  advantage  on  grain  farms  arises  from  the  fact 
that  labor-saving  equipment  has  been  applied  more  generally  to  operations  in 
grain  production  than  to  those  in  livestock  production. 

Labor  requirements  are  also  influenced  by  the  size  of  farm  (Table  3).  Thus 
when  the  farms  listed  in  Table  2  are  regrouped  on  the  basis  of  acreage  and  when 
the  months  of  labor  are  converted  into  the  number  of  workers  required,  the 
size  of  farm  increases  much  faster  than  does  the  number  of  workers  or  months  oi 
labor.  This  fact  is  the  result  of  two  tendencies:  (1)  the  smaller  farm  units 
are  less  fully  equipped  with  labor-saving  equipment  than  are  the  larger  ones  anc 
(2)  the  smaller  farm  units  also  have  a  more  intensive  organization,  especialh 
larger  numbers  of  livestock  in  relation  to  the  acreage. 

Based  upon  these  data  and  a  recent  survey  of  farm  managers,  most  farms  in 
Illinois  may  be  classified  into  the  five  following  groups  from  the  standpoint  oi 
labor  organization: 

1.  Smaller  family-sized  farms,  handled  by  an  operator  and  his  family,  wit! 
little  or  no  hired  labor. 

2.  Larger  family-sized  farms,  employing  one  or  two  regular  farm  laborers. 
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3.  Large  commercial  farms,  employing  three  to  six  men,  the  manager  devoting 
a  great  deal  of  his  time  to  directing  the  work. 

4.  Farms  operated  entirely  by  hired  laborers. 

5.  Farms  producing  crops  on  which  labor  requirements  at  certain  seasons 
exceed  local  supplies  and  migratory  workers  are  used. 

On  farms  of  the  first  group,  the  problem  is  largely  one  of  utilizing  the  avail- 
able labor ;  but  on  those  of  the  second  group,  another  objective  enters — that  of 
making  efficient  use  of  the  hired  labor.  These  two  groups  make  up  the  majority 
of  Illinois  farms.  On  farms  of  the  third  and  fourth  groups,  the  second  objective 
is  dominant ;  these  groups,  however,  include  relatively  few  farms.  The  last  group 
is  much  less  important  in  Illinois  than  in  many  western  states ;  migratory  labor 
is  used  in  fruit  areas  and,  before  the  advent  of  mechanical  corn  pickers,  was 
used  a  great  deal  in  harvesting  the  corn  crop.  In  any  of  these  groups,  some  day 
labor  may  also  be  used  for  short  periods. 

The  increasing  use  of  labor-saving  equipment  is  raising  the  qualifications 
desired  in  farm  laborers.  From  the  viewpoint  of  the  laborer,  the  increased  skill 
that  is  required  calls  for  steady  employment;  from  the  viewpoint  of  the  employer, 
the  reduction  in  labor  demands  makes  the  position  of  the  worker  more  seasonal. 
Therein  lies  the  paradox  of  insufficient  work  on  the  one  hand  and  insufficient 
labor  supply  on  the  other.  The  problem  is  more  acute  with  respect  to  seasonal 
requirements  than  to  regular  requirements. 

The  present  trend  toward  more  forage  crops  and  more  livestock  should  lessen 
somewhat  the  seasonal  character  of  the  farm-labor  problem,  because  these  prac- 
tices reduce  the  total  labor  requirement  of  peak  periods  and  increase  the  year- 
round  requirements  for  livestock  operations.  The  present  increase  in  industrial 
activity  in  connection  with  the  defense  program  and  the  withdrawal  of  manpower 
for  military  training  may  be  expected  to  further  reduce  the  availability  of  seasonal 
labor  supplies.  R.  Q  Ross 
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Table  A. — Indexes  of  United  States  Agricultural  and  Business  Conditions 


Commodity  prices 

Income  from  farm  marketings 

Non- 
agricul- 

tural 
income8 

Factory 
payrolls' 

Indus- 
trial 

produc- 
tion1" 

Year  and 

Wholesale  prices 

Illinois 
farm 
prices' 

Prices 
paid  by 
farmers* 

U.S. 
In 

money6 

Illinois 

month 

All  com- 
modities1 

Farm 
products2 

In 
money* 

In  pur- 
chasing 
power7 

1929 

1926 
95 
86 
73 
65 
66 
75 
80 
81 
86 
79 
77 

79 
79 
79 
79 
79 
79 
78 
79 
78 
78 
78 
77 
78" 

1926 
105 

88 

65 

48 

51 

65 

79 

81 

86 

69 

65 

69 
67 
67 
68 
69 
68 
68 
69 
68 
66 
66 
66 
66" 

1924-29 
104 
89 
62 
41 
45 
61 
82 
86 
96 
69 
65 

71 
67 
67 
66 
68 
67 
66 
67 
69 
65 
67 
69 
72 

1924-29 
99 
94 
80 
69 
71 
80 
81 
80 
84 
80 
78 

79 
79 
79 
79 
79 
79 
79 
80 
80 
80 
79 
79 
79 

1924-29 
103 
83 
58 
43 
49 
57 
64 
74 
80 
72 
72 

74 
76 
76 
79 
79 
83 
76 
82 
80 
70 
71 
70" 

1924-29 
103 
87 
58 
43 
51 
55 
65 
82 
87 
81 
81 

78 
101 

93 

99 
100 
100 

98 

76 

90 

71 

72 

80 

1924-29 
104 

93 

72 

62 

72 

69 

80 
103 
103 
101 

97 

98 
127 
117 
125 
126 
126 
124 

96 
112 

89 

90 
101 

1924-29 
107 
100 

87 

68 

63 

72 

77 

90 

95 

88 

93 

93 
95 
96 
97 
97 
96 
96 
95 
96 
97 
98 
99» 

1923-25 
110 
89 
68 
47 
50 
64 
74 
86 
102 
78 
91 

94 
102 
102 
104 

98 

98 

98 

96 

96 

98 

96 
104 

1923-25 
119 

96 

81 

64 

76 

79 

90 
105 
110 

86 
105 

111 

121 

124 

128 

119 

109 

104 

102 

106 

114 

116" 

118" 

1930 

1931 

1932 

1933 

1934 

1935 

1936 

1937 

1938 

1939       

1939  Sept 

Oct 

Dec 

1940  Jan 

Feb 

May 

July 

Sept 

Table  B. — Prices  of  Illinois  Farm  Products" 


Product 


Corn,  bu 

Oats,  bu 

Wheat,  bu 

Barley,  bu 

Soybeans,  bu. .  . 

Hogs,  cwt 

Beef  cattle,  cwt. 
Lambs,  cwt. .  .  . 
Milk  cows,  head 
Veal  calves,  cwt, 

Sheep,  cwt 

Butterfat,  lb. .  . 

Milk,  cwt 

Eggs,  doz 

Chickens,  lb. . . . 

Wool,  lb 

Apples,  bu 

Hay,  ton 

Potatoes,  bu.. . . 


Calendar  year  average 


$   .81 

.42 

1.30 

.66 

1.94 

9.97 

8.57 

12.22 

78.00 

11.27 

6.52 

.42 

2.32 

.30 

.21 

.36 

1.59 

13.38 

1.39 


1938 


$   .45 

.24 

.68 

.53 

.75 

8.06 

7.68 

7.76 

60.00 

8.89 

3.36 

.25 

1.66 

.19 

.15 

.21 

.95 

7.65 

.73 


1939 


$    .43 

.28 

.67 

.41 

.74 

6.56 

8.18 

8.18 

63.00 

9.15 

3.44 

.23 

1.59 

.16 

.13 

.25 

1.07 

6.05 

.80 


September 
1939 


$   .51 

.31 

.75 

.43 

.70 

7.40 

8.60 

8.40 

61.00 

9.50 

3.40 

.23 

1.70 

.16 

.13 

.29 

.70 

6.00 

.85 


Current  months 


July 


St    .59 

.26 

.66 

.42 

.70 

6.00 

8.60 

8.80 

66.00 

9.00 

3.05 

.25 

1.60 

.13 

.14 

.30 

1.05 

5.20 

.80 


August 


$   .60 

.26 

66 

.44 

.63 

6.10 

9.10 

8.40 

66.00 

9.30 

3.10 

.25 

1.65 

.13 

.13 

.28 

1.05 

6.30 

.75 


September 


8.20 

64.00 

9.80 

3.35 

.25 

1.70 

.17 

.14 

.29 

1.00 

6.80 

.75 


1_12For  sources  of  data  in  tables  see  previous  page. 
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INCREASING  MILK  CONSUMPTION  BY  LOWERING  DISTRIBUTION  COSTS 

Dairymen  in  the  United  States  are  now  faced  with  substantial  increases  in 
production  while  market  milk  consumption  is  far  below  that  recommended  by 
dieticians  as  being  necessary  for  maintaining  health.  In  1939  total  milk  production 
averaged  17  percent  higher  than  that  for  1924-29  compared  with  a  two  percent 
increase  in  the  production  of  farm  products  other  than  milk  (Fig.  1).  Food 
specialists  recommend  the  use  of  260  quarts  of  milk   (1.42  pints  daily)   or  its 
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Fig.  1.  Changes  in  Total  Milk  Production  and  Agricultural  Production  Other 

Than  Milk,  United  States,  1924  to  1939a 
In  1939,  milk  production  in  the  United  States  was  17  percent  higher  than  that  of  1924-29. 
!"his  compared  with  a  2-percent  increase  in  production  of  farm  products  other  than  milk. 

quivalent  a  year  for  the  most  economical  diet,  and  305  quarts  (1.67  pints  daily) 
or  a  diet  without  cost  restrictions.  A  nation-wide  study  of  milk  consumption 
■ho wed  that  average  diets  included  from  one-half  to  two-thirds  as  much  milk  as 
lets  graded  good  and  that  even  these  good  diets  fell  short  of  the  amount  of  milk 
elieved  necessary  by  many  nutritionists.1 

With  these  facts  in  mind,  the  question  arises:  In  what  ways  can  consumption 
f  market  milk  be  increased  to  help  absorb  the  increasing  quantities  of  production 
nd  at  the  same  time  give  consumers  a  more  adequate  diet  ? 

Studies  made  at  the  University  of  Illinois  have  indicated  that  the  decline  in 
onsumers'  incomes  combined  with  relatively  high  retail  prices  have  been  the  prin- 
lipal  causes  for  lower  sales  of  market  milk  since  1930.  Since  the  market  milk 
ndustry  has  little  or  no  control  over  consumers'  incomes  in  general,  its  greatest 

"From  United  States  Department  of  Agriculture. 

1Stiebeling  and  Phipard.  Diets  of  Families  of  Employed  Wage  Earners  and  Clerical  Workers  in  Cities. 
.S.D.A.  Circular  507,   1939.  p.   101. 
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Articles  in  Illinois  Farm  Economics  are  based  largely  upon  findings  of  the  Agricultural 
Experiment  Station. 


WHOLESALE     COSTS 
DEALER                  (CENTS       PER        QUART) 
_Q 1.5  3.0  4,5 


RETAIL    COSTS 
(CENTS       PER      QUART) 


Fig.  2.    Wholesale  and  Home-Delivery  Costs  fur  Distributing  Milk  by  12 

Dealers  in  Market  X,  California,  April-June,  1937a 

Some  dealers  are  far  more  efficient  than  others.    Dealer  A  had  wholesale  costs  of  3.091 

cents  per  quart  compared  with  5.24  cents  for  Dealer  L.    Retail  costs  for  Dealer  L  were  over 

2  cents  per  quart  higher  than  those  for  Dealer  B. 


opportunity  for  increasing  sales  depends  largely  upon  selling  milk  to  consumers  at 
lower  prices.1 

Two  important  elements  in  the  retail  price  of  milk  are   (1)   dealers'  margins 
(costs  and  profits),  and  (2)  price  paid  farmers.   Can  either  be  reduced? 

A  study  of  the  blend  or  average  prices  paid  producers  in  8  major  cities  for  the 
ten-year  period,  1929  to  1938,  indicates  that  the  amount  which  the  blend  price  tc 
producers  could  conceivably  be  lowered  for  these  markets  as  a  group  is,  undei 
present  condition  of  production  efficiency,  a  question  of  a  fraction  of  a  cent  i 
quart.2  Dealers  usually  agree  that  what  producers  receive  at  condenseries  com 
stitutes  a  rock-bottom  price  for  milk  and  also  that  in  most  markets  some  premium 
above  the  condensery  price  is  absolutely  essential  to  encourage  farmers  to  mee 
quality  requirements  and  to  supply  their  needs  for  milk  during  shortage  periods 
For  the  8  markets  studied,  the  difference  between  the  blend  price  (4  cents)  am 
condenscrv  price  (  3.09  cents)  averaged  onlv  .91  cent  per  quart  for  the  ten-yea. 
period. 

Further  analysis  indicates  that  the  greatest  opportunity  for  increasing  mill 
consumption  lies  in  lowering  distribution  costs. 

Distribution  Costs  Vary:  Store  Distribution  More  Economical  Thai 
Wagon  Distribution.  Many  studies  have  been  published  showing  the  wid 
range  in  production  efficiency  for  different  farmers.  For  example,  a  study  o 
seventy-nine  dairy  farms  in  Pennsylvania  showed  that  the  cost  of  producing  mil 
varied  among  the  farms  from  $1.16  to  $3.40  per  hundredweight  of  milk.3 

In  contrast,  most  studies  of  distribution  have  been  based  upon  the  averal 
costs  of  several  distributors  rather  than  showing1  the  ranee  in  distribution  eff 


"See  Table  l. 

'Bartlett,  R.  W.  [ncreasing  the  Efficiency  of  Milk  Distribution,  University  of  Illinois  Dept.  of  Aj 
I ■'cim ..  Minn  ii.  Report  AE-693;  Some  Consumption  Studies,  Univ.  of  111.,  Dept.  of  Ayr.  Econ.,  Mime 
Report  AE-1265;  increasing  Milk  Consumption  Through  the  Use  of  Quantity  Discounts,  Illinois  l'ar 
Economics,   March,   1'MO.  p.  329. 

'American    Cooperation,    1939.    p.     !61. 

'Pennsylvania  Farm  Economics,  No.  4,  November,  1930.    p.  i. 
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Table  1. — Wholesale  and  Home  Delivery  Costs  for  Distributing   Milk  by   12  Dealers 
in  Market  X,  California,  April,  May,  and  June,  1937" 

(cents  per  quart) 


Distributor 

Processing 

Selling  and  delivery 

Advertising 

Administrative  and 
general 

Total 

Wholesale 

Retail 

Wholesale 

Retail 

Wholesale 

Retail 

Wholesale 

Retail 

A 

B 

C 

D 

1.00 
1.10 
1.14 
1.05 
1.14 
1.32 
1.33 
1.44 
1.21 
1.34 
1.64 
1.59 
1.28 

1.62 
2.54 
2.04 
2.19 
2.08 
2.01 
2.32 
2.46 
2.62 
2.59 
2.73 
2.98 
2.35 

3A0 
3.96 
4.06 
4.36 
4.20 
4.42 
4.38 
4.04 
4.48 

4!o7 
4.17 

.05 
.03 
.07 
.04 
.06 
.04 
.07 
.03 
.09 
.08 
.06 
.07 
.06 

.04 
.11 
.07 
.08 
.06 
.10 
.03 
.13 
.10 

.09 
.08 

.42 
.40 
.41 
.27 
.41 
.51 
.38 
.33 
.60 
.55 
.47 
.60 
.45 

.61 
.63 
.82 
.66 

.75 
.46 
.42 
.72 
.68 

.  77 
!65 

3.09 
4.07 
3.66 
3.55 
3.70 
3.89 
4.10 
4.26 
4.52 
4.56 
4.91 
5.24 
4.13 

4.85 
5.84 
6  00 

E 

6.24 

F 

G 

H 

I 

6.33 
6.32 
6.27 
6.20 

J 

6  59 

K 

L 

7!67 

Average . 

6.17 

•Tinley,  J.  M„  Public  Regulation  of  Milk  Marketing  in  California,  1938,  pp.  125-126.    Table  4. 


ciencv  for  different  dealers.  Hence,  Tinley's  study  showing  the  variations  in 
retail  and  wholesale  costs  of  12  dealers  distributing  milk  in  a  California  market 
has  been  a  real  contribution  to  the  science  of  dairy  marketing  (Fig.  2  and  Table 
1).   A  review  of  this  study  indicates  the  following  facts: 

1.  Wholesale  costs  of  distribution  of  the  12  dealers  varied  from  3.1  cents  to 
5.2  cents  per  quart,  a  range  of  2.1  cents  per  quart. 

2.  Retail  costs  of  distribution  for  this  same  group  of  dealers  ranged  from  4.8 
cents  to  7.1  cents,  a  range  of  2.3  cents  per  quart. 

3.  Retail  costs  of  the  least  efficient  dealer  (Dealer  L)  averaged  4  cents  per 
quart  more  than  did  the  wholesale  cost  of  the  most  efficient  dealer  (Dealer  A). 

These  facts  indicate:  (1)  that  some  dealers  are  far  more  efficient  than  others 
and  (2)  that  costs  of  wholesale  or  store  distribution  of  milk  in  this  market  are 
materially  lower  than  those  for  home  deliveries.  These  conclusions  have  been 
confirmed  by  several  other  studies. 

Wholesale  costs  for  a  milk  concern  having  an  exclusive  outlet  to  a  group  of 
chain  stores  in  a  large  Ohio  city  in  1939  averaged  2.6  cents  per  quart.  Adding  1 
cent1  for  the  cost  of  store  distribution,  this  made  a  total  distribution  cost  of  3.6 
cents  per  quart.  In  this  same  city,  the  cost  of  distributing  milk  through  a  retail 
outlet  to  homes  averaged  7.1  cents,  or  nearly  twice  as  much  as  the  cost  of  store 
distribution. 


Table  2. — Milk  Distribution  Costs  on  Wholesale  Routes  in  Glass  Bottles 
and  Paper  Bottles,  New  York  City 

(cents  per  quart) 


Milk  dealers'  costs 


rity  plant 

Containers 

lling,  delivery,  collections. 

eneral  and  administrative. 
Total  cost 


Wholesale  routes 


Glass  bottles 
July.  1935* 


1.20 
.10 

2.40 
.15 

3.85 


Paper  bottlesb 
Jan.-Mar.,  1936 


.614 
1.347 
1.C25 

.254° 
3.240 


"From  American  Cooperation,  1935,  p.  495. 

hData  as  presented  at  a  hearing  before  the  New  York  State  Milk  Control  Board,  May,   1936,  by  the  Dairy 
aled.  Inc.,  a  subsidiary  of  the  Borden  Company.     By  1939,  this  cost  wa«  reported  to  have  been  reduced  one-halt 
ent  per  quart  below  that  reported  for  1936.  (See  footnote,  f,  page  424  ) 

■"This  includes  the  billing  and  collection  expense  amounting  to  .05  cent  per  quart. 


'Based  upon  the  estimated  cost   for  this  service  made  by  an  official  of  this  company. 
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CITY 

YEAR 

TYPE  OF 
CONTAINEf 

CENTS   PER  QUART 
0                            20          30          40 

PHILADELPHIA-^ 
MARKET    X.CAL-" 

1939 
1937 

GLASS 
NOT 

STATED 

4  90 

4  13 

^^mmmmmm 

NEW    YORK-" 

1935 

GLASS 

IBS 

CHICAGO  * 

1039 

GLASS 

326 

NEW    YORK  u 

1936 

PAPER 

3  24 

BOSTON  *" 

1935 

GLASS 

309 

NEW    YORK^ 

1939 

PAPER 

264 

AN  OHIO   CITY* 

1939 

GLASS 

260 

■■■§■■ 

RIVERSIDE,  CAL  * 

1939 

PAPER 

2  37 

SAN   BERNARDINO. CAL* 

1939 

PAPER 

2  16 

Fig.  3.   Wholesale  Costs  for  Distributing  Milk  in  Eight  Markets 
as  Reported  by  Different  Studies 
Wholesale  costs  of  a  dealer  in  the  San  Bernardino  area,  California,  averaged  2.16  cents 
per   quart    in   January,    1939.     This    is    the    lowest    reported    cost    for    receiving,    processing, 
bottling,  and  distributing  milk  to  stores. 


Average  wholesale  costs  as  reported  for  New  York  City  in  1935  were  3.85 
cents  per  quart  for  wholesale  route  trade  to  stores  compared  with  6.35  cents  for 
retail  route  trade  (Table  2). 

Distributing  Milk  in  Paper  Containers.  What  about  the  paper  bottle? 
Starting  in  New  York  City  in  1929,  the  paper  bottle  was  being  used  (1939)  in 
the  wholesale  distribution  of  milk  in  481  cities,  towns,  and  municipalities  located 
in  19  states  and  in  the  District  of  Columbia.1  The  principal  cities  other  than  New 
York  using  the  single-service  containers  are  Baltimore,  Buffalo,  Cleveland, 
Dayton,  Detroit,  Duluth,  Indianapolis,  Los  Angeles,  Minneapolis,  Pittsburgh, 
Philadelphia,  Seattle,  San  Francisco,  Tampa,  and  Washington,  D.  C.  In  each  of 
these  places,  paper  containers  are  used  with  the  legal  approval  of  the  local  board 
of  health. 

In  November,  1939,  Bordens  and  Sheffields,  the  two  largest  distributors  in 
New  York  City,  initiated  the  use  of  the  two-quart  paper  container  on  their  retail 
routes  at  prices  U/2  cents  per  quart  lower  than  the  quart  prices  in  glass  bottles. 
One  official  in  New  York  has  estimated  that  about  one-third  of  all  milk  sold  in 
this  city  is  now  (1940)  being  distributed  in  single-service  containers. 

The  wide  variation  in  wholesale  costs  of  distribution  is  shown  in  Figure  3. 
The  lowest  available  costs  for  wholesale  distribution  in  the  United  States  are  those 
reported  in  1939  for  one  dealer  in  the  San  Bernardino  area  in  California  of  2.16 
cents  per  quart.  These  costs  compared  with  a  high  of  4.90  cents  per  quart  as 
reported  in  1939  for  a  Philadelphia  milk  dealer. 

Which  is  cheaper — store  distribution  of  milk  in  paper  containers  or  in  glass 
containers?  No  exact  answer  can  be  given  to  this  question  since  other  cost  t actors 
are  more  important  than  type  of  container.  Probably  the  most  important  effi- 
ciency factor  is  volume  per  route,  which  is  directly  associated  with  volume  per 
store. 

In  the  San  Bernardino  area  where  milk  was  distributed  in  paper  containers, 
deliveries  averaged  70  units  per  store,  as  compared  with  3  units  per  store,  the 
average  for  the  Philadelphia  dealer  distributing  milk  in  glass  bottles. 

"From  testimony  presented  before  the  Pennsylvania  Milk  Control  Board,  Philadelphia.  May  193  b9 
Table  1.  'Sri  Table  I.  *From  Montague,  Theodore  G.,  President  of  Borden  Company,  "Is  There  a  Mill 
Monopoly,"  May,  L939,  p.  27.  «See  Table  3.  'Based  on  letter  dated  September  22,  1939,  from  I  I 
Brennan,  Controller  of  Dairy  Sealed  Inc.  i-'From  information  presented  at  a  milk  conference,  March.  1939 
"See   Table   3. 

'From  "Briei  ol  Facts  Pertaining  to  Costs  of  Pure-Pak  Single  Service  Containers  Presented  tt 
Michigan  Milk  Control  Hoard.  September  25,  1939,  "Ex-Cell-o  Corporation,  Detroit,  Michigan,  pages  ! 
ind    'i 
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Table  3. — Comparison  of  Itemized  Costs  for  Distributing  Milk  ix  Paper  Coxtaixers  to 

29  Safeway  Stores  ix  the  Sax  Berxardixo  axd  Riverside  Areas, 

California,  Jaxuary  1-28,  1939" 

(cents  per  quart) 


Cost  items 


Riverside  county 


Paper  bottles 

Processing 

General  and  administration . 

Advertising 

Selling  and  delivery 

Total 


"Information,  as  reported  to  the  Division  of  Markets  of  the  Department  of  Agriculture,  Sacramento,  California, 
is  based  upon  the  average  cost  of  processing  a  quart  of  milk  by  the  Los  Angeles  Creamery  of  the  Lucerne  Cream  and 
Butter  Company  plus  the  average  cost  of  selling  and  delivering  this  milk  to  the  respective  areas. 

In  the  Ohio  city,  where  costs  for  wholesale  delivery  in  glass  bottles  averaged 
2.6  cents  per  quart,  deliveries  averaged  80  to  120  units  daily  per  store,  and 
volume  per  route  ranged  from  7,000  to  10,000  units  daily. 

A  cost  study  in  California  showed  that  in  Los  Angeles  the  average  volume  per 
wholesale  route  ranged  from  1,300  to  1,400  units  daily;  Oakland,  900  to  1,000 
units ;  and  in  San  Francisco,  800  to  900  units  daily.1  Wholesale  delivery  costs 
averaged  much  lower  in  Los  Angeles  than  in  Oakland  and  lower  in  Oakland 
than  in  San  Francisco,  even  after  full  adjustments  were  made  for  differences  in 
wage  rates.  No  attempt  was  made  in  this  study  to  determine  differences  in  costs 
based  upon  types  of  containers. 

The  widespread  use  of  the  paper  bottle  in  the  distribution  of  milk  is  eco- 
nomically sound  to  the  extent  that  it  lowers  distribution  costs,  improves  service, 
and  is  accepted  by  consumers.  In  general,  dealers  distributing  milk  to  stores  in 
paper  containers  have  been  forced  by  competition  to  adopt  better  merchandising 
methods  than  those  which  had  existed.  This  accounts,  at  least  in  part,  for  the  fact 
that  some  dealers  using  paper  containers  have  lower  costs. 

Some  efficient  methods  which  can  be  used  in  store  distribution  with  either 
paper  or  glass  are:  (1)  the  use  of  exclusive  stops — only  one  dealer  per  store 
and  (2)  elimination  of  most  of  the  time  spent  in  collections  at  stores,  a  saving 
made  possible  by  centralizing  purchases  and  sales.  For  example,  the  Safeway 
Stores  buying  milk  for  their  stores  in  the  San  Bernardino  area,  clear  all  store 
accounts  through  their  central  office. 

Savings  made  possible  through  use  of  the  paper  container  may  be  summarized 
as  follows: 

1.  Elimination  of  all  costs  for  labor,  equipment,  and  power  necessary  for 
handling  and  washing  glass  bottles.  One  study  indicated  that  plant  costs  for 
processing  and  bottling  milk  in  paper  bottles  were  about  one-half  those  for  per- 
forming these  same  operations  in  glass  bottles,  or  a  net  saving  of  around  three- 
fifths  of  a  cent  a  quart  (Table  2). 

2.  Reduction  in  selling  and  delivering  expenses.  In  San  Bernardino  these 
costs  were  reduced  to  .41  cents  per  quart  (Table  3).  One  factor  contributing  to 
:this  was  low  transportation  costs.  Use  of  paper  containers  save  about  two-thirds 
|Of  the  space  and  about  half  the  weight  required  for  glass  bottles.  With  the  use 
of  dry  ice  and  insulated  trucks,  it  is  now  practical  to  service  stores  within  a 
;radius  of  75  miles  from  the  main  plant.  Use  of  the  single-service  container  also 
speeds  up  store  service — in  one  city  a  route-delivery  man  now  commonly  services 

tn  average  of  ten  stores  an  hour. 

3.  Elimination   of    labor   costs   involved   in   collecting   a   bottle   deposit,    and 
■eduction  in  space  cost   for  refrigerating  milk  in  stores.    Concerning  the  mer- 


"Tinley,    T.    M.     Reducing  Cost   of   Distributing  Milk   in   California.     Journal   of   Farm   Economics,   Vol. 
CXI,   No.    1,   February,   1939.   p.   302. 


[425 


CITIES 


ST    LOUIS 

CINCINNATI 

KANSAS    CITY 

LOUISVILLE 

NEW  ORLEANS 

DENVER 

INDIANAPOLIS 

ROCHESTER 

CHICAGO 

WASHINGTON 

BUFFALO 

HOUSTON 

24  CITY    AVERAGE 

NEW    YORK 

SAN    FRANCISCO 

SEATTLE 

MINNEAPOLIS 

PITTSBURG 

DETROIT 

CLEVELAND 

BALTIMORE 

LOS    ANGELES 

BOSTON 

PHILADELPHIA 

MILWAUKEE 


CENTS     PER  QUART 


II   YEAR    AVERAGE 
1929-1939 


740 
5.8  6 
7.74 
7.91 
6.73 
7.20 
6.55 
7.14 

7.4  6 
64  7 
6.84 
6.78 

6.5  9 
6.82 
6.0  6 
604 
7.2  1 
6.53 
5.7  7 
6.0  5 
624 
5.63 
6  14 
5*3 
5.67 


— ^— 


Fig.  4.    Home-Delivery  Costs  of  Distributing  Milk  to  Consumers  as  Measured  by 
Dealers'  Gross  Handling  Margins  in  24  Markets,  1929  to  1939" 

Distribution  costs  vary  widely  among  different  markets.  Home-delivery  costs  from 
1929-1939  for  the  24  largest  cities  as  measured  by  the  handling  margins  were  highest  in  St. 
Louis  and  lowest  in  Milwaukee. 


chandising  of  milk  through  retail  stores,  a  manager  of  a  chain  of  around   160 
stores  in  Chicago  makes  the  following  comments: 

"Make  it  easier  for  the  retailer  to  handle  milk  efficiently — eliminate  bottle 
returns  and  bottle  deposits — put  milk  in  a  package  easy  to  display,  easy  to  carry, 
requiring  no  storage  space,  and  having  no  breakage.  Take  away  the  things  which 
make  milk  difficult  to  handle  and  a  source  of  irritation,  and  the  retailer  will 
respond  with  selling  effort."1 

In  both  New  York  City  (Table  2)  and  San  Bernardino  (Table  3),  the  higher 
cost  (if  paper  containers  has  been  more  than  offset  by  reductions  in  other  costs. 
Tart  of  the  recent  reduction  in  costs  for  distributing  milk  in  paper  containers  in 
Xew  York  City  resulted  from  lower  container  costs.  In  San  Bernardino,  the  cos 
per  container  is  slightly  less  than  one  cent. 

The  use  of  the  paper  bottle  makes  it  impossible   for  a  customer  to  see  the. 
cream  line.  To  protect  consumers  from  receiving  milk  of  an  unknown  fat  content, 
the  health   department  should  require  that  the  minimum   fat  content  be  clearly 
printed  on  the  cap  or  the  container  of  each  bottle  of  milk  sold. 

Variations  in  Dealers'  Gross  Handling  Margins.  Distribution  costs  van 
nut  only  between  dealers  in  a  particular  market,  but  also  vary  widely  between 
different  markets.  For  example,  using  the  dealers'  gross  handling  margin  as  a: 
measure  of  what  milk  distribution  costs  consumers,  one  finds  that  the  average 
margins  for  home  deliveries  of  single  quarts  from  1929  to  1939  ranged  from 
5.15  cents  per  quart  for  .Milwaukee  to  a  high  of  7.25  cents  per  quart  for  St.  Louis 

■Data  from  United  States  Department  of  Agriculture  Fluid  Milk  Reports  and  Trade  Associatifl 
Reports. 

'Lunding.  1".  J.,  Merchandising  Manager,  Jewel  l'ood  Stores  of  Jewel  Tea  Company,  Chicago.  Mer- 
chandising Milk  Through  Stores.  Oepartment  of  Agr.  Ec.,  Univ.  of  111.  Mimeographed  report  AE-1324, 
p.  5,   I! 
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Fig.  5.   Wholesale  Costs  of  Distributing  Milk  to  Consumers  as  Measured  by 
Dealers'  Gross  Handling  Margins  in  24  Markets,  1929  to  1939" 
Wholesale   costs   of   distributing  milk   from    1929-1939   were   highest   in    Cincinnati   and 
lowest  in  Los  Angeles. 


(Fig.  4).  The  24  cities  included  in  this  comparison  are  the  largest  cities  in  the 
country.  Changes  in  gross  retail  margins  for  each  city  from  1929  to  1939  are  also 
shown  in  Figure  4. 

Home  deliveries  of  single  quarts  constitute  only  one  part  of  total  sales  to 
homes.  For  example,  in  Chicago  in  August,  1940,  it  is  reported  that  48  percent 
of  total  sales  were  in  single  quarts.  30  percent  in  two-quart  containers,  and  22 
percent  of  home  deliveries  were  distributed  in  gallon  lots.1  Since  the  home 
delivery  price  per  gallon  was  40  cents  and  22  cents  for  2  quarts,  as  compared  with 
13  cents,  the  reported  retail  price  for  single  quarts,  the  weighted  average  margin 
'in  Chicago  for  home  deliveries  was  far  less  than  that  for  single  quarts.  A  similar 
'situation  has  existed  in  St.  Louis  and  other  markets  where  consumers  in  increas- 
ing numbers  have  been  taking  advantage  of  quantity  discounts. 

Dealers'  gross  wholesale  margins  show  an  even  wider  range  than  their  margins 

jfor  home  deliveries.    Los  Angeles,  with  a  margin  of  2.4  cents  per  quart,  was 

lowest,   while   Cincinnati,   with   a  margin  of   6.33   cents  per  quart,   was  highest 

j(Fig.  5).    Thus,  for  this  period,  Cincinnati  consumers  paid  3.93  cents  per  quart 

lore  for  store  distribution  than  consumers  in  Los  Angeles. 

In  January,  1939,  store  margins  for  the  24  cities  averaged  5.6  cents  per  quart. 
Ids  compared  with  5.13  cents.2  the  average  store  distribution  cost  (1937)  for 
[arket  X  in  California,  and  3.16  cents2  per  quart  in  the  San  Bernardino  area 
Table  3). 

From   a   practical   viewpoint   it   is   unreasonable   to   expect   all   dealers   in  all 


"Data  from  United  States  Department  of  Agriculture  Fluid  Milk  Reports  and  Trade  Association 
teports. 

'Information  obtained  through  the  courtesy  of  the  Pure  Milk  Association. 

2This  assumes  the  cost  of  store  distribution  in  these  markets  was  1  cent  per  quart.  (See  footnote  1, 
[jage  423.) 
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Table  4. — Milk  Distribution*  Costs  ox  Wholesale  Routes  in  Glass  Bottles, 
Boston,  and  in  Paper  Boiti.es,  New  York 

(cents  per   quart  I 


Milk  dealers'  costs 


Boston* 

New  York'0 

Glass  bottles 

Paper  bottles 

1935 

Jan. -Mar..  1936 

.85 

.612 

.12 

1.347 

2.04 

1.025 

.08 

.254 

3.09 

3.24 

City  plant 

Containers 

Selling,  delivery,  collections. 
General  and  administrative 
Total  wholesale  cost .  .  . 


"From  Summary  Report  on  Cost  of  Distributing  Milk  in  the  Boston  Market,  October,  1936  (pp.  21  and  22). 
Prepared  for  the  Massachusetts  Milk  Control  Board  by  the  Charles  F.  Rittenhouse  and  Company,  Certified  Public 
Accountants. 

bFrom  American  Cooperation,  1935,  p.  495. 

markets  to  attain  the  efficiency  of  the  dealer  whose  costs  are  shown  for  San 
Bernardino.  On  the  other  hand,  it  is  clear  that  costs  to  consumers,  particularly 
for  stoic  distribution  of  milk,  are  unreasonably  high  in  many  cities,  and  can  be 
materially  reduced  through  use  of  more  efficient  methods.  Since  lower  costs,  if 
passed  on  to  consumers  in  lower  prices,  will  result  in  substantial  increases  in  milk 
consumption,  it  is  clearly  to  the  interest  of  both  consumers  and  farmers,  that 
dealers  in  the  United  States  adopt  more  generally  the  methods  of  distribution 
efficiency  now  being  used  by  only  a  few  dealers.  R,  W.  Bartlett 


RECENT  DEVELOPMENTS  IN  FARM  INCOME 

Since  1932  farm  income  in  the  United  States  has  shown  a  marked  improve- 
ment. ( iross  farm  income  has  increased  from  a  low  level  of  only  a  little  more  than 
5i/2  billion  dollars  in  1932  to  a  post-depression  high  of  10i/i  billion  dollars  in  1937. 
As  a  result  of  the  decline  in  business  activity  after  1937,  farm  income  was  con- 
siderably lower  in  1938  and  1939  than  in  1937,  but  present  indications  show  that 
it  will  be  almost  as  high  in  1940  as  in  1937. 

The  changes  in  gross  farm  income  by  years,  from  1928  to  date,  are  shown 
graphically  in  Figure  1.  Income  did  not  reach  as  high  a  level  in  either  1937  or 
1940  as  it  did  in  1928  and  1929,  and  it  was  less  than  half  as  much  in  1932  as  in 
1928  and  1929. 

Total  farm  income  includes  both  cash  income  and  the  value  of  the  farm 
products  which  are  consumed  by  people  on  those  farms  where  they  are  produced. 
Income  from  the  sale  of  crops,  livestock,  and  livestock  products  constitute  the 
great  bulk  of  the  total  income.  It  is  usually  called  cash  income  from  farm 
marketings,  and  is  depicted  by  the  black  part  of  the  bars  in  the  diagram.  As 
indicated  by  the  shaded  portion  of  the  bars,  farmers  have  received  a  considerable 
amount  of  income  in  the  form  of  farm  products  produced  and  used  by  those  living 
on  the  farm.  Eggs,  milk,  butter,  pork,  and  garden  produce  are  the  most  important 
of  these  home-produced  foodstuffs  which  constitute  a  part  of  the  farmers'  gross 
income. 

From  1933  on,  government  payments  have  become  an  important  item  in  farmi 
income.  These  payments  include  rental  and  benefit  payments,  parity  payments, 
etc.  They  are  shown  in  the  diagram  by  the  blank  portion  in  the  top  of  the  bars. 
Although  government  payments  are  a  very  important  source  of  income  for  many 
farmers,  they  are  only  a  small  item  as  compared  with  other  sources.  These  pay- 
ments were  largest  in  1939,  partly  as  a  result  of  the  policy  of  speeding  up  the 
payment  of  benefits  in  that  year.  The  relatively  small  part  which  government 
payments  play  in  the  total  farm  income  for  the  entire  country  may  be  somewhat 
of  a  surprise  to  some  farmers  in  the  corn  belt  until  they  remember  that  these 
payments  are  much  smaller  in  many  parts  of  the  country  than  in  the  Middle  West. 
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Fig.  1.    Gross  Farm  Income  of  the  United  States  in  Current  Dollars 
Cash  income  of  farmers  measured  in  dollars,  recovered  rapidly  from  1932  to  1936,  but  in 
no  year  since  the  depression  has  it  been  as  large  as  in  1928  and  1929. 

Figure  1,  and  the  farm-income  estimates  from  which  it  is  drawn,  may  give  the 
impression  that  farmers  have  not  been  nearly  as  well  off  in  recent  years  as  they 
were  in  1928  and  1929.  Such  an  impression  would  be  erroneous,  however,  because 
farm  welfare  depends  upon  how  much  a  dollar  will  buy  as  well  as  upon  the 
number  of  dollars  received,  and  the  prices  of  the  goods  which  farmers  buy  have 
been  much  lower  in  recent  years  than  they  were  before  the  great  depression. 

In  terms  of  dollars  of  constant  purchasing  power,  farm  income  has  been  about 
as  high  in  recent  years  as  in  1928  and  1929.    This  fact  is  shown  in  Figure  2, 

hich  is  similar  to  Figure  1   except  that  the  value  of  the  United  States   farm 

ncome  has  been  adjusted  for  changes  in  the  prices  of  goods  purchased  by  farmers. 
The  index  used  for  this  purpose  is  the  United  States  Department  of  Agriculture 

ndex  of  prices  paid  by  farmers.  This  index  has  been  shifted  to  a  1935-1939  base ; 

:onsequently,  the  resulting  value  figures  may  be   said  to  be  the   farm  income 
easured  in  terms  of  dollars  of  the  same  purchasing  power  to  farmers  as  dollars 

ad,  on  the  average,  in  the  years  1935-1939.   In  terms  of  such  a  measure  of  value. 

toss  farm  income  in  the  5  years  1936  to  1940  averaged  9,981  million  dollars  as 

ompared  with  an  average  of  10,316  million  dollars  in  the  2  years  1928  and  1929. 

n  other  words,  when  farm  income  is  measured  in  terms  of  real  goods,  it  is  almost 

he  same  as  the  predepression  level. 
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Fig.  2.   Gross  Farm  Income  of  the  United  States  in  Dollars  of  1935 
to  1939  Purchasing  Power 
If  farm  income  is  measured  in  terms  of  the  things  it  will  purchase,  the  level  of  the  past 
5  years  has  been  almost  as  high  as  in  1928  and  1929. 


This  fact,  of  course,  does  not  mean  that  farmers  have  received  as  much 
income  as  they  would  have  received  if  our  national  economy  had  been  operating 
satisfactorily.  Due  to  technical  improvements  in  all  lines  of  production,  we  should 
now  be  able  to  produce  much  more  than  we  did  a  dozen  years  ago.  If  we  had 
a  reasonably  full  volume  of  employment  and  utilization  of  our  nonagricultural 
resources,  the  national  income  in  recent  years  might  have  been  15-20  percent 
higher  than  it  was.  Farm  income,  of  course,  would  share  in  the  general  improve- 
ment of  the  national  income  if  there  were  a  more  adequate  production  of  goods 
and  services  by  nonagricultural  industries. 

Per  Capita  Changes.  In  any  appraisal  of  the  extent  of  farm  prosperity  in 
recent  years  compared  with  the  predepression  years,  it  is  also  necessary  to  take 
into  account  changes  in  farm  population.  In  the  past  12  years  the  number  of 
persons  living  on  farms  has  increased  by  approximately  six  percent,  there  beiiij 
32.2  million  on  January  1,  1940,  compared  with  30.2  million  January  1,  1928.  A 
accurate  appraisal  of  the  effects  of  changing  farm  population  on  the  adequacy  of 
a  given  "real"  income  would  involve  an  examination  of  the  population  changes  bv 
age  groups  because  the  need  for  food,  clothing  and  the  other  necessities  and  con- 
veniences of  life  vary  with  age.  A  rough  measure  may  be  obtained,  however,  bj 
merely  dividing  the  real  income  figures  (income  in  terms  of  dollars  of  1935  tc 
1939  average  purchasing  power)  for  each  year  bv  the  January  1  farm  population 
The  resulting  per  capita  gross  income  is  shown  in  Figure  3. 
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Fig.  3.   Per  Capita  Gross  Farm  Income  of  the  United  States  in  Dollars 
of  1935  to  1939  Purchasing  Power 
When  account  is  taken  of  the  increase  in  the  number  of  people  living  on  farms  as  well 
as  of  changes  in  the  purchasing  power  of  the  dollar,  it  appears  that  gross  farm  income  in 
recent  years  has  been  smaller  than  in  1928  and  1929. 


It  will  be  noted  that  real  gross  income  per  capita  for  each  of  the  past  5  years 
has  been  somewhat  below  that  of  1928  and  1929.  For  1928  and  1929  per  capita 
gross  farm  income  measured  in  dollars  of  1935-1939  purchasing  power  averaged 
$342,  whereas  in  the  five  years  1936  to  1940  it  has  averaged  only  $313.  Similarly, 
cash  income  per  capita  averaged  $297  for  1928  and  1929,  whereas  for  the  years 
1936  to  1940  cash  income  not  including  government  payments  averaged  $255  and 
cash  income  including  government  payments  $271  per  person  living  on  farms.  All 
these  figures  are  in  terms  of  dollars  of  1935-1939  purchasing  power. 

The  foregoing  figures  all  relate  to  gross  farm  income.  No  deduction  has  been 
made  for  the  cost  of  fuel,  depreciation  of  machinery  and  buildings  and  other 
expenses  of  production  which  are  paid  for  nonagricultural  products. 

Xet  farm  income  is  what  remains  for  farm  people  after  paying  for  those  goods 

and  services  used  in  agricultural  production  that  are  produced  by  nonfarm  people. 

It  is  much  less  than  gross  income  amounting,  for  the  country  as  a  whole,  to  only 

fcbout  half  as  much  as  gross  farm  income.    Fluctuations  of  net  farm  income  are 

utich  greater  than  of  gross  income  because  expenses  of  production  change  less 

Ithan  does  gross  farm  income. 

Prospects  for  1941.  Because  farm  income  depends  primarily  on  the  do- 
jrnestic  demand  for  farm  products,  present  indications  point  to  a  marked  increase 
in  1941.  Due  in  part  to  the  armament  program,  a  business  boom  is  now  under- 
way; and,  in  spite  of  a  poor  foreign  demand  for  our  farm  products,  the  increased 
■domestic  demand  is  bringing  about  an  improvement  in  the  average  level  of  prices 
f  farm  products.  E.  J.  Working 
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SOME   FARM-LAND   INHERITANCE   FACTS,  CHAMPAIGN 
COUNTY,  ILLINOIS,  1860-1939 

A  study  of  Champaign  county  probate  records  brought  out  the  following  four 
points: 

1.  Persons  who  left  farm  land  at  the  time  of  their  death  in  1930  or  shortly 
before  that  date  were  still  listed  as  owners  of  at  least  part  of  their  farm  land  not 
only  for  the  two  years  which  are  ordinarily  required  to  settle  estates  but  also  for 
periods  which  were  several  times  as  long.  Paying  taxes  in  the  name  of  deceased 
persons  seems  to  have  been  a  well-established  practice. 

2.  If  the  Chinese  method,  whereby  the  government  has  a  right  to  buy  land  at 
the  valuation  volunteered  for  it  by  its  owners,  had  been  applied  to  inherited  farm 
land  in  Champaign  county  about  1910,  1920,  or  1930,  the  heirs  might  have  insisted 
upon  valuing  the  farm  land  nearer  to  what  the  census  showed  land  then  to  be 
worth.  Federal  and  Illinois  inheritance  taxes  were  not  paid  by  as  many  heirs  or 
in  as  large  amounts  as  full  valuation  would  probably  have  required. 

3.  The  estates  of  more  deceased  persons  were  being  entered  for  probate  for 
even-  1,000  farms  in  the  county  in  1910,  1920,  and  1930  than  might  have  been 
expected  from  state-wide  estimates  on  the  proportion  of  farms  that  wrere  changing 
hands.  The  number  of  owners  dying  yearly  during  the  three  dates  mentioned  was 
15  to  17  for  every  1,000  farms.  Some  of  them  only  owned  parts  of  farms  as 
actually  operated,  but  some  owned  two  or  more  farms.  The  number  of  farms 
changing  hands  yearly  in  Illinois  from  1926  to  1939  ranged  from  8  to  16  for  every 
1,000  farms,  or  an  average  of  12.  Landownership  in  Champaign  county  in  recent 
decades  has  been  largely  in  the  hands  of  persons  of  advanced  years. 

4.  The  place  of  landownership  in  Champaign  county's  inheritance  story  has 
been  declining  in  recent  decades.  Of  all  the  estates  entered  for  probate  in  1910, 
47  percent  of  them  had  some  farm  land  (three  acres  or  more)  ;  23  percent  in 
1920;  and  25  percent  in  1930.  The  proportion  of  the  total  population  in  Cham- 
paign county  living  in  rural  districts  was  43  percent  in  1910,  37  percent  in  1920, 
and  only  26  percent  in  1930.  Furthermore,  some  professional  people  and  others 
living  in  towns  wyere  among  those  owners  whose  estates  were  probated  in  the 
period  indicated. 

The  above  changes  in  recent  decades  require  a  brief  interpretation  in  the  light 
of  other  known  facts  which  concern  recent  practices,  on  one  hand,  and,  on  the 
other  hand,  conditions  which  existed  when  the  county  was  younger. 

1.  The  average  time  that  elapsed  before  the  discharge  of  the  executor  or 
administrator  for  estates  having  farm  land  was  2  years  and  6  days  after  the  date 
of  entry  for  probate.  Of  27  estates  entered  in  1930  and  settled  with  the  dis- 
charge date  noted,  the  tax  books  showed  the  names  of  the  successors  for  5 
estates  that  same  year ;  for  7,  the  next  year ;  and  for  9,  the  third  to  ninth  years. 
Six  estates  were  still  being  carried  on  the  tax  books  in  the  names  of  the  decedents 
8  years  after  the  estates  were  settled,  or  about  ten  years  after  the  estates  were 
entered  for  probate.  The  long  persistence  of  this  practice  may  have  had  some- 
thing to  do  with  the  enactment  of  a  state  law  in  1939  which  required  that  property 
be  listed  in  the  name  of  the  current  owner. 

2.  In  1890,  the  average  value  per  acre  of  farm  realty  in  estates  probated  in 
Champaign  county  was  $49,  the  same  as  that  shown  in  the  census.  In  1900,  the 
average  was  $74,  8  percent  under  the  census  figure;  in  1910,  $144,  24  percent 
under  the  census  figure ;  in  1920,  $305,  26  percent  under  the  census  figure ;  and  in 
1930,  $109,  35  percent  under  the  census  figure. 

The  slumping  of  assigned  values  of  inherited  land  below  the  census  figures 
at  recent  dates  is  attributed  largely  to  inheritance  taxation,  especially  since  thd 
federal  legislation  of  1909.  Under  the  federal  inheritance  tax  system,  an  exemp- 
tion of  $20,000  applies  to  all  net  estates;    the  tax  on  the  first  $30,000  is  1  percent 
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and  it  becomes  progressively  higher  thereafter.  Under  the  state  inheritance  tax 
svstem,  an  exemption  of  $20,000  is  likewise  allowed  for  net  estates  taken  by  any 
individual  heir.  For  brother  or  sister,  however,  the  exemption  is  $10,000;  for 
Class  2  heirs,  $500;  and  for  Class  3  heirs,  $100.  Rates  start  at  2  percent  in  the 
state  system.  When  an  estate  shows  a  value  above  $20,000,  especially  if  it  all  goes 
to  one  or  two  heirs,  inheritance  taxes  can  warrant  considerable  attention.  Heirs 
naturally  hope  that  low  values  will  be  approved  by  government  officers.  If,  how- 
ever, the  inherited  land  is  sold  at  prices  well  above  a  figure  made  low  for 
purposes  of  inheritance  taxes,  federal  income  taxes  may  mount  against  the  selling 
heir  and  defeat  in  part  or  wholly  the  advantage  he  gained  from  undervaluing  the 
property  at  the  time  of  inheritance. 

Probated  estate  land  was  also  valued  at  figures  below  the  census  averages  in 
years  prior  to  federal  inheritance  taxation.  In  1860,  the  probated  estate  land, 
valued  at  $14  an  acre  in  Champaign  county,  was  59  percent  below  the  census 
figure;  in  1870,  valued  at  $28,  30  percent  below;  and  in  1880,  valued  at  $20,  39 
percent  below.  Much  of  the  land  first  made  into  farms  in  this  county  was  not 
destined  to  be  included  with  the  highest-priced  area  after  drainage  and  other 
developments  were  added  to  the  farm-land  area.  Land  that  later  proved  to  be 
most  highly  valued  was  not  given  full  representation  in  the  estates  admitted  to 
probate  in  1860  and  other  early  dates  in  the  period  studied. 

3.  Although  the  number  of  farm-land  estates  entered  for  probate  per  1,000 
farms  has  been  higher  in  Champaign  county  than  in  the  state  as  a  whole  in  recent 
years,  it  wras  below  the  probable  state  average  in  1860  and  other  early  dates.  The 
number  was  apparently  4  to  6  per  1,000  farms  in  1860  to  1890,  as  compared  with 
15  to  17  recently.  Only  about  one- fourth  of  what  later  proved  to  be  farm  area  in 
Champaign  county  was  included  in  farms  in  1860,  but  expansion  continued  in 
the  1860's  and  1870's.  Young  couples  who  took  ownership  of  these  new  farms 
survived  into  the  1890's  or  beyond  1900  in  many  cases.  Thus,  while  the  tide  in 
numbers  of  farm-land  estates  per  1,000  farms  was  high  in  the  early  part  of  the 
twentieth  century,  it  was  correspondingly  low  a  third  to  a  half  century  before. 

4.  The  ratio  of  farm-land  estates  to  all  estates  probated  in  Champaign  county 
was  lower  in  1920  and  1930  than  in  1910,  but  it  had  also  been  low  before  191(3. 
In  1870  to  1910,  farm-land  estates  were  from  35  to  42  percent  of  all  estates;  and 
in  1860,  they  were  only  20  percent.  Although  the  recent  lows  are  explained  by  the 
decreased  ratios  which  farm  people  have  become  of  all  the  people  in  the  county 
and  which  farm  income  has  become  of  the  total  income  in  the  county,  the  explana- 
tion for  earlier  dates  is  different.  In  1860,  and  for  some  decades  thereafter,  farm 
people  were  relatively  young.  Some  residents  of  villages  and  cities  found  oppor- 
tunities to  use  investment  funds  in  town  real-estate  developments  and  in  local 
business  establishments  serving  rural  needs.  Although  farm  land  had  its  invest- 
ment attractions  for  residents  of  cities  and  villages,  the  favorite  period  for  such 
investment  was  after  the  1860's  and  1870's. 

The  total  number  of  probated  estates  containing  farm  land  was  only  5  in  1860; 
between  19  and  40,  in  1870  to  1900;  58,  in  1910;  54,  in  1920;  and  56,  in  1930. 
(Of  the  8  decennial  years  studied,  1920  showed  the  largest  number  of  all  estates 
tprobated,  235. 

Although  the  decease  of  the  first-named  author.  Mr.  A.  V.  Houghton,  a  few 
weeks  before  the  completion  of  this  summary  has  restricted  the  results  that  might 
otherwise  have  been  attained  in  the  study,  the  surviving  author  wishes  to  point 
■out  that  Mr.  Houghton  opened  up  a  comparatively  untouched  field  of  study  so  far 
is  concerns  the  United  States.  The  importance  of  similar  studies  in  other  counties, 
r)oth  with  respect  to  farm-land  estates  and  other  estates,  is  emphasized  bv  this 
(pioneer  endeavor.  A.  V.  Houghton  and  C.  L.  Stewart1 

'The   assistance    of    L.    D.    Malotlcy,    Department   of   Agricultural    Economics,    of    officers    of    Champaign 
fiounty,  and  of  colleagues  of  Mr.  Houghton  in  the  Department  of  Sociology,  is  acknowledged. 
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REVISED  INDEX  OF  INDUSTRIAL  PRODUCTION 

The  level  of  business  activity  is  an  important  measure  of  domestic  demand  for 
farm  products.  At  present  there  are  several  indexes  that  are  useful  as  indicators 
of  business  conditions.  One  of  the  most  important  of  these  is  the  index  of  indus- 
trial production  published  by  the  Board  of  Governors  of  the  Federal  Reserve 
System  which  is  carried  currently  in  Illinois  Farm  Economics.  This  index  is  not 
a  complete  measure  of  general  business  activity,  for  it  includes  only  production 
nt"  manufactures  and  minerals.  It  fails  to  consider  production  of  other  goods, 
including  utilities  and  services  which  are  becoming  increasingly  important.  Even 
though  it  is  not  an  all-inclusive  measure  of  activity  in  business,  it  is  a  good  indi- 
cator of  cyclical  fluctuations  for  it  includes  the  two  outstanding  groups  of 
industries  where  cyclical  fluctuations  are  especially  important,  mining  and 
manufacturing. 

The  industrial  production  index  was  first  published  about  twenty  years  ago 
at  a  time  when  many  of  our  present  industries  were  in  an  early  stage  of  develop- 
ment or  some  were  not  yet  even  heard  of.  At  the  time  of  its  early  publication  the 
index  fairly  adequately  measured  the  output  of  industrial  production.  Since  that 
time,  however,  some  industries  which  either  were  not  included  or  were  given  very 
small  weights  in  the  old  index  have  developed  very  rapidly  and  production  in 
these  industries  now  constitutes  a  significant  fraction  of  total  industrial  produc- 
tion. This  group  includes  machinery,  glass,  aircraft,  and  rayon  manufacturing. 
On  the  other  hand  some  of  the  older  industries  have  become  less  important. 
Because  of  this  failure  of  the  old  index  to  give  proper  weight  to  the  more  rapidly 
expanding  industries,  the  Board  of  Governors  of  the  Federal  Reserve  System 
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Federal  Reserve  Bulletin 

Fig.  1.    Index  of  Industrial  Production,  Revised  Index  and  Old  Index 
Adjusted  for  Seasonal  Variation 
The  amount  of  long-term  growth  is  greater  but  the  amount  of  the  short-time  change  is 
less  for  the  revised  index  than  lor  the  old  index. 
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recently  revised  the  industrial  production  index  series,  giving  greater  weight  to 
the  new  industries.   The  base  period  was  changed  from  1923-1925  to  1935-1939. 

The  new  index  and  the  old  index  are  similar  in  their  general  movements,  as 
shown  in  Figure  1.  The  main  difference  between  the  two  is  in  the  long-time 
growth.  There  are  also  some  differences  in  degree  of  fluctuation  for  shorter 
periods.  According  to  the  new  index,  production  in  the  period  1935-1939  is  13% 
higher  than  that  of  1923-1925,  whereas  according  to  the  old  index,  production  is 
1%  lower  in  the  later  period  than  in  the  earlier.  Differences  in  the  short-time 
fluctuations  are  especially  apparent  in  the  declines  and  subsequent  recoveries  of 
1924  and  1940.  Because  of  the  advantages  associated  with  the  use  of  the  new 
index  and  the  expressed  intent  of  governmental  agencies  to  use  this  index  for 
many  purposes,  it  is  expected  that  many  other  government  indexes  will  be  changed 
to  the  1935-1939  base.  The  general  adoption  of  such  a  base  would  make  compari- 
son of  index  numbers  easier.  We  are  therefore  adopting  the  new  index  and  will 
carry  it  in  Table  A  of  Illinois  Farm  Economics.  For  comparative  purposes,  how- 
ever, this  issue  carries  both  the  old  and  the  new  series  for  the  years  1929-1939 
and  for  current  months.  p    Q   Warren 


Footnotes   for  the   following  page: 

112The  first  source  is  for  annual  data;  the  second  is  for  current  data  from  which  tables  may  be  brought 
to  date. 

'Survey  of  Current  Business,  1936  supplement,  U.S.  Dept.  of  Commerce;  subsequent  monthly  issues. 
2Same  as  footnote  1.  'Illinois  Crop  and  Livestock  Statistics,  Circular  438  (1937);  monthly  mimeographs  of 
Statistical  Tables  for  Illinois  Crop  Report,  converted  from  1910-14  =  100  to  1924-29  =:  100  by  multiplying 
by  .7151.  4Agricultural  Situation,  Bureau  of  Agricultural  Economics,  U.S.D.A. ;  Agricultural  Situation, 
converted  from  1910-14  =  100  to  1924-29  =  100  by  multiplying  by  .6486.  -^Calculated  from  data  furnished 
by  Bureau  of  Agricultural  Economics;  Survey  of  Current  Business,  seasonally  adjusted.  Calculated  by 
Department  of  Agricultural  Economics,  University  of  Illinois,  seasonally  adjusted.  Data  from  Farm  Income, 
Bureau  of  Agricultural  Economics;  B.A.E.  monthly  mimeograph.  Receipts  from  Sale  of  Principal  Farm 
Products  (government  payments  not  included).  'Obtained  by  dividing  Index  of  Illinois  Farm  Income 
(column  6)  by  Index  of  Prices  Paid  by  Farmers  (column  4).  8Monthly  Indexes  of  Non-Agricultural  and 
National  Income,  Supplement,  August,  1937,  B.A.E. ;  Price  and  Demand  Situation,  or  Agricultural  Situa- 
tion. 'Survey  of  Current  Business,  1938  Revision;  subsequent  monthly  issues,  unadjusted  for  seasonal 
variation.  '"Federal  Reserve  Bulletin  of  Federal  Reserve  Board,  September,  1933  and^  subsequent  issues; 
Survey  of  Current  Business,  seasonally  adjusted.  "Preliminary  estimate.  '-Illinois  Crop  and  Livestock 
Statistics.  Cir.  438;   Monthly  price  releases,   State  Agricultural   Statistician. 


[  435  ] 


Table  A. — Indexes  of  United  States  Agricultural  and  Business  Conditions 


Year  and 
month 


Base  period 
1929 

1930 

1931 

1932  

1933 

1934 

1935 

1936 

1937 

1938 

1939 

1939  Oct... 
Nov... 
Dec... 

1940  Jan... 
Feb... 
Mar..  . 
Apr..  . 
May.  . 
June. . 
July.. 
Aug. . . 
Sept... 
Oct. ... 


Commodity  prices 


Wholesale  prices 


All  com- 
modities1 


Farm 
products3 


1926 
95 
86 
73 
65 
66 
75 
80 
81 
86 
79 
77 

79 
79 

79 
79 
79 
78 
79 
78 
78 
78 
77 
78 
78" 


1920 
105 

88 

65 

48 

51 

65 

79 

81 

86 


6611 


Illinois 
farm 
prices3 


11(24-2!) 
104 
89 
62 
41 
45 
61 
82 
86 
96 
69 
65 

67 
67 
66 
68 
67 
66 
67 
69 
65 
67 
69 
72 
72 


Prices 

paid  by 
farmers1 


1924-2!! 
99 
94 
80 
69 
71 
80 
81 
80 
84 
80 
78 


Income  from  farm  marketings 


r.s. 

In 
money5 


1924-29 

103 
83 
58 
43 
49 
57 
64 
74 
80 
72 
72 

76 
76 
79 
79 
83 
76 
82 
80 
70 
71 
71 
7411 


Illinois 


In 
money6 


1924-29 

103 

87 
58 
43 
51 
55 
65 
82 
87 
81 
81 

1(11 

93 

99 
100 
100 

98 

76 

90 

71 

72 


In  pur- 
chasing 
power" 


1924-29 

104 

93 

72 

62 

72 

69 

80 
103 
103 
101 

97 

127 
117 
125 
126 
126 
124 

96 
112 

89 

90 
101 


Nun- 
agricul- 
tural 
income8 


1924-29 
107 
100 

87 

68 

63 

72 

77 

90 

95 

88 

93 

95 
96 
97 
97 
96 
96 
95 
9i 
97 
98 
99 
100" 


Factory 

payrolls9 


1923-25 
110 


47 
50 
64 
74 
86 
102 
78 
91 

102 
102 
104 
98 
98 
98 
96 


98 


104 
109 


Table  B. — Prices  of  Illinois  Farm  Products12 


Product 

Calendar  year  average 

October 
1939 

Current  months 

1924-29 

1938 

1939 

August 

September 

October 

$  .81 

.42 

1.30 

.66 

1.94 

9.97 

8.57 

12.22 

78.00 

11.27 

6.52 

.42 

2.32 

.30 

.21 

.36 

1.59 

13.88 

1.39 

$  .45 

.24 

.68 

.53 

.75 

8  06 

7.68 

7.76 

60.00 

8  89 

3.36 

.25 

1.66 

.19 

15 

.21 

.95 

7.65 

.73 

$  .43 

.28 

.67 

.41 

.74 

6.56 

8.18 

8.18 

63.00 

9.15 

3.44 

.23 

1.59 

.16 

.13 

.25 

1.07 

6.05 

so 

%  .42 

.28 

.74 

.44 

70 

6.70 

8.40 

8.30 

62.00 

9.60 

3.20 

.25 

1.80 

.20 

.12 

.33 

.70 

5.80 

.80 

$  .60 

.26 

.66 

.44 

.63 

6.10 

9.10 

8.40 

66.00 

9.30 

3.10 

.25 

1.65 

13 

.13 

.28 

1.05 

6.30 

.75 

$  .59 

.27 

.69 

.45 

.67 

6.40 

9.60 

8.20 

64.00 

9.80 

3.35 

.25 

1.70 

:8 

.29 

1.00 

6.80 

75 

$    58 

.28 

Wheat,  bu 

.75 

48 

Soybeans,  bu 

65 
6  00 

9  60 

8.00 

Milk  cows,  head 

65.00 
9  70 

3.45 

Butterfat,  lb 

27 

1  75 

20 

.13 

Wool,  lb 

.31 

.90 

Hay,  ton 

Potatoes,  bu 

6.70 
.70 

1_12For  sources  of  data  in  tables  see  previous  page. 

Cooperative  Extension  Work  in  Agriculture  and  Home  Economics:   University  of  Illinois,  College  of  Agriculture,  and  the  United 
Si  ales  Departmenl   Of  Agriculture  cooperating.    H.  P.  Rusk,  Director.    Acts  approved  by   Congress  May  S  and  June   HO,    1914. 
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Illinois  Farm  Economics 

EXTENSION    SERVICE    IN    AGRICULTURE    AND    HOME    ECONOMICS 

College  of  Agriculture  •  University  of  Illinois  •  Department  of  Agricultural  Economics 

G.  L.  Jordan,  Editor  December,   1940  Number  67 

EFFECTS  OF  THE  UNIFORMITY  OF  CORN  LOANS, 
REGARDLESS  OF  LOCATION 

Under  the  authority  of  the  "Agricultural  Adjustment  Act  of  1938,"  the  Com- 
modity Credit  Corporation  is  directed  to  make  available  loans  on  corn  to 
cooperators  in  the  acreage  adjustment  programs  at  rates  set  forth  in  the  Act. 
In  the  commercial  corn-producing  area,  which  includes  all  but  three  Illinois 
counties,  the  formula  of  the  Act  applying  for  the  1940-41  marketing  year  is  as 
follows:  "Seventy-five  percentum  of  such  parity  price,  if  the  November  crop 
estimate  does  not  exceed  a  normal  year's  consumption  and  exports  and  if  the  farm 
price  of  corn  is  below  75  percentum  of  the  parity  price  on  November  15."  This 
formula  requires  a  loan  of  61  cents  per  bushel  in  1940-41.  Only  the  crop  is  taken 
into  consideration  as  a  supply  factor  in  determining  the  loan  formula ;  the  carry- 
over is  not  considered. 

Corn  loans  offered  to  cooperators  in  the  commercial  corn-growing  area  have 
always  been  uniform  in  amount,  regardless  of  location.  This  area  extends  from 
central  Ohio  on  the  east  to  southeastern  South  Dakota  and  central  Nebraska  on 
the  west  and  from  southern  Minnesota  on  the  north  to  northern  Kentucky  on 
the  south. 

A  different  policy  is  followed  in  connection  with  wheat  loans:  For  this  com- 
modity, fehe  loans  at  various  base  points,  such  as  St.  Louis,  Kansas  City,  and 
Minneapolis,  vary  in  accordance  with  usual  transportation  and  class  differentials. 
These  loan  differentials  permit  trading  to  take  place  on  approximately  the  usual 
basis  in  these  different  markets.  The  language  of  the  statute  has  no  substantial 
differences  authorizing  the  wheat  and  corn  loans.  The  law  provides  that  the 
amount,  terms,  and  conditions  of  loans  shall  be  fixed  by  the  Secretary  of  Agri- 
culture subject  to  the  approval  of  the  Commodity  Credit  Corporation  and  the 
President  of  the  United  States. 

Corn   varies   in   economic   value   within   this   huge   area    for   which   uniform 

,  loans  are  made.    These  variations  are  not  based  primarily  on  the  cost  of  moving 

|  :orn  from  surplus  to  deficit  areas,  although  this  factor  is  influential  in  some  areas. 

■  These  variations  are  based  on  the  differences  in  the  value  of  the  livestock  which 

Izonsumes  the  corn  in  the  different  areas,  and  the  differences  in  the  value  of  the 

livestock,  in  turn,  depend  on  the  differences  in  transportation  costs.    Although 

his  concentration  of  corn  caused  by  feeding  it  to  livestock  reduces  geographical 

lifferences  in  corn  prices,  the  livestock  prices  and,  therefore,  the  value  of  corn 

[jrary  between  different  sections  of  the  corn  belt,  typically  declining  from  east  to 

/■est.    Hogs  commonly  average  higher  in  price  in  central  Ohio  than  in  western 

jlowa,  southwestern  Minnesota,  or  southeastern  South  Dakota.    Hence,  corn  is 

Ivorth  more  in  the  former  area  than  in  the  latter. 

Between  the  important  corn-shipping  areas  (principally  eastern  and  central 
Illinois  and  northwestern  Iowa),  market  differentials  must  be  established  which 
eflect  the  cost  of  moving  corn  into  or  through  common  centers.  Thus,  the  price 
f  corn  in  northwestern  Iowa  must  be  lower  than  it  is  in  eastern   Illinois  if 
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Articles  in  Illinois  Farm  Economics  are  based  largely  upon  findings  of  the  Agricultural 
Experiment  Station. 


Table  1. — Facts  About  Corn  Crops  and  1940  Carryover  on  Farms  in  Selected  States 


Ohio 

Indiana 

Illinois 

Michigan.  .  .  . 

Wisconsin 

Minnesota . .  . 

Iowa 

Missouri 

South  Dakota 
Nebraska .... 
Kansas 


Crops  of 


1938-1939 


Carryover  on 

farms, 

October  1,  1940 


135 
152 
311 

45 

73 
138 
394 
108 

49 
150 

68 


(million  bushels) 
164 
193 
402 

58 

89 
182 
492 
116 

41 

95 

41 


14 

18 

97 

6 

4 

69 

236 

17 

16 

37 

4 


Carryover  on 
farms,  as  percent 
of  1938-1939  crop 


8 
9 

24 
HI 
4 
<x 
48 
14 
39 
39 
10 


Crop  of  1940, 
November 
estimate 


(million  bushels) 
119 
142 
322 

52 

95 
173 
458 
114 

50 
105 

42 


farmers  in  both  areas  are  to  market  corn  which  moves  into  common  market  terri- 
tory either  as  grain  or  as  corn  products.  The  price  of  corn  will  be  higher  in 
deficit  areas  than  in  nearby  surplus  areas.  The  location  of  such  areas  shifts  from 
year  to  year  and  within  the  year  in  response  to  local  supplies,  which,  in  turn,  are 
largely  determined  by  climatic  conditions. 

What  consequences  would  be  expected  from  a  corn  loan  that  does  not  rec- 
ognize these  basic  price  differentials?  To  answer  this  question,  we  must  con- 
sider the  farmer's  reasoning  in  obtaining  or  disregarding  a  loan  on  his  corn. 
Typically,  he  looks  on  the  loan  as  an  alternative  market.  If  it  offers  a  better 
market  than  does  selling  in  the  cash  market  or  feeding  livestock,  he  obtains  a 
loan  on  some  or  all  of  his  corn.  The  loan  looks  more  attractive  in  the  more 
remote  areas,  where  both  corn  and  livestock  are  lower  in  price  than  they  are  in 
areas  closer  to  market.  Moreover,  market  demands  in  areas  closer  to  market  will 
tend  to  raise  the  price  of  corn  above  the  loan  price  and  thus  cause  farmers  tc 
redeem  corn  on  which  they  had  received  loans  before  corn  is  drawn  from  undei 
loan  in  more  distant  regions.  These  expectations  would  follow  if  the  ordinary 
rules  of  economic  reasoning  were  applied  to  the  situation.  Just  as  water  ac- 
cumulates in  the  low  lands,  so,  under  a  uniform  loan,  corn  will  accumulate  ir 
the  areas  where  it  is  naturally  lowest  in  price. 

The  plan  to  date  has  worked  out  as  might  be  expected:  The  bulk  of  tht 
corn  carried  over  on  farms  has  concentrated  in  the  western  end  of  the  corn  bel1 
(Table  1).  The  1938  and  1939  corn  crops  of  Indiana  and  Ohio  averaged  abou 
one- fourth  above  their  10-year  average;  yet,  the  farm  stocks  carried  over  or 
October  1,  1940,  were  only  8  to  9  percent  of  the  average  of  the  two  previous 
crops.  The  apparatus  of  the  "ever-normal  granary"  did  not  operate  to  crea 
reserve  supplies  of  corn  for  farmers  in  these  two  states  against  the  short  cr< 
of  1940,  when  the  combined  crops  in  the  two  states  totaled  26  million  bushel 
or  nearly  10  percent  below  the  10-year  average  and  96  million  bushels  below  t 
crops  of  1938  and  1939  to  which  they  have  geared  their  livestock  production 
On  the  other  hand,  Iowa  carried  over  48  percent  of  her  average  crop  of  th< 
previous  two  years  and  then,  in  1940,  harvested  a  corn  crop  which  was  abov< 
the  10-year  average.  Carryovers  which  are  particularly  large  in  relation  t< 
previous  crops  have  been  built  up  in  Iowa,  Nebraska,  and  Minnesota. 

The  situation  is  intermediate  in  Illinois,  where  the  price  of  corn  was  sufficiently 
high  in  1939-40  to  draw  enough  corn  off  the  farms  so  that  the  actual  stocks  oi 
October  1,  1940,  were  below  those  of  a  year  earlier.  In  Illinois,  nearly  400  millioi 
bushels  were  disposed  of  annually  between  October,  1938,  and  September,  194C 
If  allowances  are  made  for  the  amount  of  corn  which  was  delivered  to  the  A  A/ 
as  payment  on  loans,  the  rate  of  consumption  will  be  sufficiently  high  so  tha 
the  321  million  bushels  harvested  in  1940  will  not  fill  the  annual  demands,  an« 
carryover  stocks  will  be  reduced  during  the  current  year. 
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The  comparison  between  Indiana  and  Ohio  on  the  east  and  Iowa  and  Minne- 
sota on  the  west  shows  that  the  uniform  corn  loan  has  not  met  its  first  test  with 
respect  to  safe-guarding  an  area  against  the  consequences  of  a  short  corn  crop. 
The  eastern  corn  belt  has  a  short  crop  and  no  reserve  stock.  The  surplus  stocks 
are  in  the  country,  of  course,  but  a  great  deal  of  expense  would  be  involved  in 
moving  corn  from  northwestern  Iowa  to  Indiana  and  Ohio.  The  likely  conse- 
quence will  be  a  liquidation  of  livestock  in  the  east  and  a  further  accumulation 
of  corn  in  the  western  corn  belt  until  the  price  of  hogs  rises  sufficiently  to  stimu- 
late further  feeding  there.  The  effect  will  be  to  make  hog  production  more  erratic 
than  it  would  be  if  supplies  of  corn  were  more  uniformly  distributed. 

All  students  of  price-fixing  schemes  recognize  that  proper  relationships  must 
be  maintained  between  fixed  and  unfixed  prices.  Although  the  corn  loan  is  not 
an  outright  price-fixing  scheme,  it  has  many  of  the  characteristics  of  one  and 
should  be  sufficiently  refined  to  be  workable  over  a  period  of  time  and  to  accom- 
plish its  stated  objectives.  The  present  plan  of  a  uniform  loan,  regardless  of 
location,  is  obviously  an  extremely  crude  mechanism.  Refinements,  such  as  the 
establishment  of  regional  differentials  in  prices  and  an  allowance  for  the  carry- 
over in  determining  the  size  of  the  loan,  are  desirable.  The  establishment  of 
regional  differentials  in  price  would  tend  to  distribute  the  carryover  over  the 
entire  corn  belt  and  to  equally  safeguard  all  areas  against  a  lack  of  carryover 
in  years  of  low  production.  L   J.  Norton 


VARIATIONS  IN  FARM  ORGANIZATION  ASSOCIATED  WITH  VARIATIONS 

IN  PROPORTIONS   OF  TILLABLE  LAND   IN   HAY  AND 

PASTURE  IN  NORTHERN  ILLINOIS,  1936 

The  use  of  hay  and  pasture  crops  in  the  corn  belt  has  increased  with  the  in- 
creased emphasis  upon  soil  conservation.  As  a  result,  farmers  and  agricultural 
workers  have  developed  an  interest  in  the  differences  of  organization  on  farms 
producing  large  and  small  amounts  of  roughage  crops.  An  investigation  was  made 
to  ascertain  some  differences  that  might  be  expected  among  farms  with  different 
proportions  of  tillable  land  utilized  for  hay  and  pasture.  For  this  purpose,  data 
were  used  which  two  Farm  Bureau  Farm  Management  Service  associations  had 
gathered  in  1936  and  1937  from  records  on  375  farms  in  north  central  Illinois. 
The  farms  included  were  those  which  had  a  high  land  value  and  a  high  per- 
centage of  the  land  area  tillable.  The  investigation  dealt  with  crop  and  livestock 
production  and  the  financial  organization  of  the  farm. 

The  same  farms  were  used  for  both  years,  and  since  essentially  the  same 

relationships  among  the  groups  prevailed  in  1937  as  in  1936,  except  as  1937  data 

nay  have  been  affected  by  the  1936  drouth,  only  data  for  1936  will  be  presented 

n  this  report.    The  data  report  the  changes  in  organization  that  are  associated 

vvith  differences  in  the  proportion  of  hay  and  pasture  on  tillable  land  among  the 

/arious   farms  studied.    They  do  not  report  year-to-year  changes  which  result 

:rom  changes  in  the  acreages  of  hay  and  pasture  on  the  same  farms.   The  results 

nust  be  interpreted  accordingly.    One  farm  may  have  a  different  proportion  of 

illable  land  in  corn  after  the  proportion  of  hay  and  pasture  is  increased  than 

nother  where  a  larger  proportion  of  the  tillable  land  has  been  in  hay  and  pasture 

or  a  number  of  years.    Physical  conditions  of  the  soil,  such  as  fertility,  topog- 

aphy,  or  drainage,   may  cause  this  difference.    Although   this  study  does  not 

epresent  conditions  on  the  average  farm  in  the  area,  it  is  believed  that  the  results 

f  an  analysis  of  a  large  sample  of  farms  where  conditions  are  comparable  would 

e  valuable  in  estimating  the  influence  upon  farm  organization  of  an  expansion  of 

lay  and  pasture  crops  in  the  area.   Differences  which  prevailed  among  the  groups 

tudied  should  be  fairly  typical  of  those  found  on  average  farms. 
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Table  1. — Use  of  Land  on  375  North-Central  Illinois  Farms  as  Related  to  the 
Percent  of  Tillable  Land  in  Hay  and  Pasture,  1936 


Item 


Number  of  farms 

Acres  per  farm 

Percent  of  tillable  land 

Percent  of  tillable  land  in  grain 

Corn 

Soybeans 

Oats 

Wheat 

Barley 

Percent  of  tillable  land  in 

roughages 

Clover 

Alfalfa 

Soybeans 

Timothy  and  bluegrass. .  .  . 
Mixed 

Percent  of  tillable  land  in 

miscellaneous  crops 


Percent  of  tillable  land  in  hay  and  pasture 


89.2 

(92.1) 
51.3 
5.1 
22.2 
13.5 
.0 


(.3) 
.0 
.3 
.0 
.0 
.0 


28 

322.1 

88.7 

(82.9) 
47.5 
14.6 
16.8 
3.9 
.1 

(8.1) 
3.2 
2.0 


10.0-14.9 


48 
272.7 


(81.7) 
49.4 
11.2 
17.9 
2.8 
.4 


(13.6) 


99 

256.4 

90.2 

(74.2) 

45.3 

8.3 

17.1 

2.9 

.6 

(18.2) 
9.8 
4.5 
1.2 
2.0 
.7 

7.6 


86 
272.7 


(69.8) 

43.0 

7.0 

16.2 

3.4 

.2 

(22.7) 

11.5 

4.9 

.8 

3.0 

2.5 


25.0-29.9 


62 

226.5 

88.9 

(65.5) 

40.8 

5.0 

15.9 

2.9 

.9 

(28.5) 
13.4 
6.4 

1.8 

2.7 
4.2 


30.0-34.9 


36 

245.7 

83.4 

(63.0) 

42.1 

2.7 

16.5 

1.3 

.4 

(30.9) 

12.9 

7.6 

2.1 

5.8 
2.5 


35.0  and 
over 


13 
239.3 

77.5 

(56.7) 

32.7 

2.6 

15.0 

5.2 

1.2 

(39.1) 
15.7 
11.5 
.8 
4.3 
6.8 


All 

farms 


375 
261.3 


(72.4) 

44.3 

7.8 

16.7 

3.1 

.5 

(20.7) 
10.0 
4.9 
1.3 
2.5 
2.0 


Grain  crops.  An  increase  in  the  percentage  of  the  total  tillable  land  used 
for  hay  and  pasture  obviously  results  in  a  corresponding  decrease  in  the  pro-' 
portion  of  tillable  land  available  for  grain  crops.  In  general,  as  the  total  acreage' 
in  grain  crops  declined,  the  acreage  in  corn  and  soybeans  declined  (Table  1  and 
Fig.  1).  Oats  remained  about  the  same,  but  the  case  is  not  so  clear  for  wheat 
and  barley.  Increased  percentages  in  the  amount  of  tillable  land  in  clover,  alfalfa, 
timothy,  bluegrass  and  mixed  hay,  and,  to  a  less  extent,  soybean  hay  contributed 
to  the  increased  percentages  in  the  amount  of  tillable  land  in  hay  and  pasture. 
The  farms  are  not  comparable,  however,  in  all  respects.  Those  farms  with  a 
larger  proportion  of  roughage  crops  tended  to  be  smaller  in  size  than  were  the 
farms  with  a  smaller  proportion.  For  the  six  lower  groups,  however,  the  percent' 
of  tillable  land  varied  only  from  88.3  to  90.2.  Where  a  large  fraction  of  the 
tillable  land  was  in  hay  and  pasture,  as  in  the  upper  two  classifications,  a  smaller 
percentage  of  the   farm  was  tillable.    This  suggests  possible  differences  in  the' 


Table  2. — Variations  in  the  Percentage  of  Grain  Land  in  Certain  Grain  Crops  and 

Hay  and  Pasture  Land  in  Roughage  Crops  Associated  With  Variations 

in  the  Percentage  of  Tillable  Land  in  Hay  and  Pasture 

(375  Northern  Illinois  Farms,  1936) 


- 


Item 


Grains 

Corn 

Soybeans 

Wheat 

Barley 

All  grains 

tiages 
Clover 

Alfalfa 

Soybeans 

Timothy  and  bluegrass 

Mixed 

All  roughages 


55.7 

5.5 

24.1 

14.7 

.0 

(100.0) 

.0 
100.0 
.0 
.0 
.0 
(100.0) 


Percent  of  tillable  land  in  hay  and  pasture 


0.0-4.9       5.0-9.9     10.0-14.9  15.0-19.9  20.0-24.9  25.0-29.9  30.0-34.9  35.0  and 

over 


57.3 
17.6 
20.3 

4.7 
.1 
(100.0) 

39.5 
24.7 
14.8 
16.1 
4.9 
(100.0) 


60 . 5 

13.7 

21.9 

3.4 

.5 

(100.0) 

51.5 

24.3 

8.8 

9.5 

5.9 

(100.0) 


61.1 

11.2 

23.0 

3.9 

.8 
(100.0) 

53.8 

24.7 

6.6 

11.0 

3.9 

(100.0) 


61.6 

10.0 

23.2 

4.9 

.3 

(100.0) 

50.7 
21.6 
3.5 
13.2 
11.0 
(100.0) 


62.3 

7.6 

24.3 

4.4 

1.4 

(100.0) 

47.0 

22.5 

6.3 

9.5 

14.7 

(100.0) 


66.8 

4.3 

26.2 

2.1 

.6 

(100.0) 

41.8 
24.6 

6.8 
18.7 

8.1 
(100.0) 


57.7 
4.6 

26.4 

9.2 

2.1 

(100.0) 

40.2 

29.4 

2.0 

11.0 

17.4 
(100.0) 


All 

far-ns 


61.2 

10.8 

23.0 

4.3 

.7 

(100.0) 

48.3 
23.7 

6.3 
12.1 

9.6 
(100.0) 
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Percent  of  Tillable  Land  in   Hay  and  Pasture 

Fig.  1. — Percent  of  Tillable  Land  in  Various  Grain  Crops  as  Related  to 
Percent  of  Tillable  Land  in  Hay  and  Pasture,  1936 
As  the  percent  of  tillable  land  in  hay  and  pasture  increased,  the  percent  in  the  principal 
grain  crops,  especially  corn  and  soybeans,  decreased.   The  decline  in  oats  was  moderate,  that 
in  wheat  and  barley  hardly  noticeable. 


soil  of  the  farms  with  the  largest  percentage  of  tillable  land  in  hay  and  pasture, 
j.as  compared  with  the  farms  in  other  groups.  There  was  a  tendency  for  the  farms 
with  more  than  30  percent  of  tillable  land  in  hay  and  pasture  to  be  located  in 
the  more  rolling  portion  of  the  area. 

A  significant  measure  of  the  organization  and  management  practices  followed 
by  farmers  is  indicated  by  variations  in  their  cropping  systems  in  relation  to  varia- 
tions in  the  proportions  of  tillable  land  used  in  hay  and  pasture  (Table  2  and 
Fig.  2).  As  the  percentage  of  tillable  land  in  hay  and  pasture  increased  (or  as  the 
roercentage  in  grain  decreased),  the  proportion  of  the  remaining  tillable  land  used 
for  soybeans  as  grain  was  substantially  reduced.  In  the  areas  studied,  however, 
:he  records  indicate  that  the  proportion  of  the  grain  land  in  corn  and  oat  pro- 
duction tended  to  increase  and  that  in  wheat  and  barley  remained  fairly  constant. 

These  facts  suggest  that  farmers  are  more  reluctant  to  reduce  their  acreage  of 
liorn,  which  is  ordinarily  considered  a  high-profit  crop,  than  they  are  to  reduce 

heir  acreage  of  soybeans.  Doubtless,  the  fact  that  oats  fit  into  the  rotation  fol- 
lowing corn  and  serve  as  a  nurse  crop  to  clovers  and  alfalfa  tend  to  maintain 

he  proportion  that  is  devoted  to  oat  production. 

Livestock.    There  was  a  marked  tendency  for  the  amount  of  livestock  to 

>e  increased  as  the  proportion  of  roughage  crops  in  the  rotation  increased.    The 

hannels  through  which  the  products  of  a  cropping  system  are  disposed  of  are 
;.efinitely  more  limited  where  a  large  proportion  of  the  tillable  land  is  in  forage 
|jrops  than  where  a  large  proportion  is  in  grain  crops.    Grain  can  be  marketed 

irectly  as  a  cash  crop,  or  it  can  be  marketed  through  livestock.    The  low  value 
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Fig.  2. — Percent  of  Grain  Land  in  Various  Crops  as  Related  to 

Percent  of  Tillable  Land  in  Hay  and  Pasture,  1936 

Although  the  percent  of  total  crop  land  in  grains  declined  as  the  percent  of  tillable  land 

in  hay  and  pasture  increased,  corn  and  oats  made  up  an  increasing  percentage  of  the  land 

devoted  to  grain  crops.    The  acreage  of  soybeans  declined  not  only  absolutely  but  also  as  a 

percentage  of  grain  land  as  the  percent  of  tillable  land  in  hay  and  pasture  increased. 

of  hay,  however,  compared  to  transportation  costs  makes  it  necessary  for  hay  to 
be  utilized  to  a  large  extent  upon  the  farm  where  produced.  Pasture  is  also 
utilized  for  feeding  livestock.  It  may  well  be  expected,  therefore,  that  on  the 
average,  more  feed  would  be  fed,  and  a  relatively  large  proportion  of  income 
would  be  obtained  from  livestock  on  farms  having  a  high  percentage  of  tillable 
land  in  forage  crops. 

The  value  of  feed  fed  per  100  acres  to  livestock  on  these  farms  producing 
large  amounts  of  roughage  crops  was  more  than  twice  as  great  as  on  those  pro- 
ducing small  amounts  (Table  3  and  Fig.  3).   The  value  of  feed  fed  per  100  acres 


Table  3. — Value  of  Feed  Fed  Per  100  Acres  to  Different  Classes  of  Livestock 
as  Related  to  Percent  of  Tillable  Land  in  Hay  and  Pasture,  1936" 


Percent  of  tillable  land  in 
hay  and  pasture 

Productive 
livestock 

Cattle 

Hogs 

Sheep 

Poultry 

0.0-  4.9 

$     946 
835 
94S 
1   247 
1   266 
1    713 
1   961 
1    401 
1   307 

$653 
420 
484 
637 
687 
863 
1     US 
783 
691 

$259 
337 
375 
481 
453 
670 
662 
443 
487 

$  2 
12 
24 
51 
62 
86 

102 
92 
57 

$32 
66 
62 
78 
64 
94 
59 
83 

72           - 

5.0-  9.9.     .  .  . 

10.O    1  l.<).  .  .  . 

L5.0   19.  '> 

20.0  24.9 

25.0  29.9 

30.0  34.9 

■Grain  prices  were  based  on  those  reported  by  the  Illinois  Crop  Reporting  Service.     Inventory  prices  of  t 
and  silage  were  charged.    Pasture  charges  were  adjusted  as  nearly  as  possible  to  the  customary  pasture  rental  rates. 
Purchased  supplements  were  charged  at  cost. 
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Fig.  3. — Value  of  Feed  Fed  Per  Hundred  Acres  to  Productive  Livestock  as 
Related  to  Percent  of  Tillable  Land  in  Hay  and  Pasture,  1936 
In  general  the  value  of  feed  fed  per  hundred  acres  increased  for  cattle,  hogs,  and  sheep 
as  the  percent  of  tillable  land  in  hay  and  pasture  increased. 


»1 


to  cattle  was  almost  three  times  as  much  and  to  hogs  twice  as  much  on  farms  with 
30  to  35  percent  of  tillable  land  in  hay  and  pasture  as  compared  with  those  having 
from  5  to  10  percent.  The  value  of  feed  fed  to  sheep,  although  of  minor  im- 
portance, increased  quite  rapidly;  while  that  to  poultry  did  not  vary  greatly  or 
consistently. 

The  heavier  concentration  of  livestock,  as  measured  in  terms  of  per  acre 
or  per  100  acre  units,  appeared  to  be  on  those  farms  which  had  a  smaller  number 
of  acres.  Although  the  measurement  of  relative  quality  of  land  on  farms  in  the 
different  groups  is  difficult,  the  factor  of  productivity  and  adaptability  of  land 
to  crop  production  must  be  considered.  A  considerable  portion  of  the  land  in  the 
area  is  in  need  of  limestone  before  sweet  clover,  alfalfa,  or  other  sweet-soil  crops 
can  be  produced  successfully.  Unless  these  crops  can  be  grown,  the  farmer  will 
favor  the  production  of  cash  grain  rather  than  livestock. 

The  increase  in  the  investment  in  livestock  offers  further  evidence  that  live- 
stock production  increased  as  the  production  of  roughage  crops  increased 
(Table  4).    Changes  in  the  value  of  feed  fed  show  similar  relationships. 

Investment  in  land  and  buildings.    The  investment  in  farm  improvements 

increased  as  the  proportion  of  the  tillable  land  in  hay  and  pasture  increased. 

Increased  need  for  livestock  shelter  and  for  feed  storage  doubtless  contributed 

:o  this  increase.    The  investment  in  land  per  farm  tended  to  show  a  decrease  as 

;he  proportion  of  roughage  crops  increased.   The  decrease  in  investment  per  farm 

i corresponded  to  the  decrease  in  the  number  of  acres  per  farm,  since  the  value 

fcer  acre  did  not  vary  greatly.   The  percent  of  the  total  investment  in  land  tended 

■o  decrease  as  the  percent  of  tillable  land  in  forages  increased.    Investment  in 

land  made  up  by  far  a  larger  proportion  of  the  total  investment  than  the  other 

'terns. 
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Table  4. 


-Average  Investment  Per  Farm  as  Related  to  Percent  of  Tillable 
Land  in  Hay  and  Pasture,  1936 


Land 

Farm  improvements 

Horses 

Total  productive  livestock 

Cattle 

Hogs 

Sheep 

Poultry 

Bees 

Feed  and  grain 

Machinery  and  equipment 

Total 


Percent  of  tillable  land  in  hay  and  pasture 


0.0-4.9 


J545  651 

4  182 

292 

(2  627) 

1  872 

644 

12 

99 

0 

4  326 

3  119 

60  197 


5.0-9.9 


*41  083 

5  415 

522 

(2  313) 

1  298 
706 

87 
109 
113 

3  484 

2  514 
55  331 


10.0-14.9 


£35  255 

5  017 

439 

(2  128) 

1  294 
670 

37 

125 

2 

2  872 
2  096 

47  807 


15.0-19.9 


$34   444 

5  516 

513 

(2  883) 

1  783 
804 
150 
142 

4 

2  826 
2  080 

48  262 


20.0-24.9 


$36  578 

6  330 

559 

(3  102) 

1  938 
845 
194 
125 

0 

3  017 

2  098 
51  684 


25.0-29.9 


$30   205 

5  731 

530 

(3  382) 

2  091 

917 

186 

167 

21 

2  585 

2  090 

44  523 


30.0-34.9 

35.0  and 
over 

$30   993 

$26  914 

7  165 

7  923 

640 

561 

(4  407) 

2  874 

978 

427 

125 

3 

(3  445) 

2  353 

818 

149 

125 

0 

2  595 

2  274 

2  210 

1  887 

48  010 

43  004 

All 
farms 


J534  329 

5  898 

530 

(3  040) 

1  896 
823 
172 
135 

14 

2  856 
2  134 

48  787 


There  was  considerable  variation  in  the  source  of  income  for  the  average 
of  the  different  groups.  The  farms  with  a  high  proportion  of  the  tillable  land 
in  hay  and  pasture  had  a  higher  average  percent  of  income  from  livestock 
(Fig.  4).  Farms  with  a  low  proportion  of  forage  crops  had  a  high  percent  of 
receipts  from  the  sale  of  grain.  This  indicates  further  that  those  farms  with 
more  roughage  crops  tend  to  produce  more  livestock.  For  an  individual  farm, 
however,  this  relation  may  not  always  hold,  but  it  is  true  for  the  average. 

The  percent  of  income  from  all  classes  of  livestock,  except  poultry,  tended  1 
to  increase  from  group  to  group  as  the  proportion  of  roughage  crops  increased 
(Table  5).  That  from  poultry  did  not  vary  consistently  among  the  groups.  The 
proportion  of  income  from  the  sale  of  cattle  and  from  the  sales  of  dairy  products 
tended  to  increase  quite  rapidly.  This  relationship  also  was  true  for  sheep, 
although  receipts  from  this  source  were  relatively  unimportant  for  most  farms. 
The  proportion  of  the  livestock  receipts  from  hogs  (Fig.  5)  decreased  as  the 
amount  of  roughages  increased.  The  proportion  of  the  livestock  receipts  from 
the  sale  of  dairy  products  increased  the  most  rapidly.  The  proportion  from  sheep 
increased  consistently  while  receipts  from  the  sale  of  beef  cattle  remained  fairly 
constant. 


Table  5. 


-Percent  of  Income  by  Sources  as  Related  to  Percent  of 
Tillable  Land  in  Hay  and  Pasture,  1936 


Horses 

Total  productive  livestock. 

Cattle 

Dairy  sales 

Hogs 

Sheep 

Poultry 

Bees 

Feed  and  grain 

Labor  off  farm 

AAA  payments 

Miscellaneous 

Total 


Percent  of  tillable  land  in  hay  and  pasture 


(32.2) 

18.2 

2.4 

10.4 

.2 

1.0 

.0 

64.4 

1.2 

1.7 

.3 

100.0 


(33.7) 

9.7 

3.3 

17.0 

.5 

2.9 

.3 

62.1 

1.1 

2.7 

.2 

100.0 


(38.5) 

11.7 

4.4 

18.5 

.7 

3.2 

.0 

56.3 

1.1 

3.4 

.1 

100.0 


15.0-19.9  20.0-24.9  25.0-29.9 


.5 

(47.5) 

15.1 

4.8 

22.4 

1.7 

3.5 

.0 

46.8 

1.4 

3.7 

.1 

100.0 


(50.8) 

16.8 

6.6 

22.8 

1.7 

2.9 

.0 

42.6 

1.2 

4.8 

.1 

100.0 


(66.1) 

17.8 

10.7 

29.9 

3.0 

4.7 

.0 

27.0 

2.5 

3.9 

.2 

100.0 


30.0-34.9  35.0  and         All 
over  farms 


(77.3) 

26.0 

13.0 

32.4 

3.1 

2.8 

.0 

16.5 

2.0 

3.4 

.3 

100.0 


.4 

(65.6) 

12.2 

19.9 

24.0 

5.4 

4.1 

.0 

28.3 

2.1 

3.5 

.1 

100.0 


.5 

(51.6) 

15.9 

7.1 

23.4 

1.9 

3.3 

.0 

42.4 

1.5 

3.8 

.2 

100.0 
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Fig.  4. — Percent  of  Income  From  Productive  Livestock  and  From  Feed  Grain  as 
Related  to  Percent  of  Tillable  Land  in  Hay  and  Pasture,  1936 

The  percent  of  total  farm  income  from  productive  livestock  increased  rapidly  and  the 
percent  from  feed  and  grain  decreased  rapidly  as  the  percent  of  tillable  land  in  hay  and 
pasture  increased  on  these  northern  Illinois  farms. 
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Fig.  5. — Income  From  Various  Classes  of  Livestock  as  Percent  of  Income  From  Total 
Livestock  as  Related  to  Percent  of  Tillable  Land  in  Hay  and  Pasture,  1936 
There  was  a  noticeable  tendency  for  the  income  from  dairy  products  and  sheep  to  in- 
crease as  a  percentage  of  the  income  from  productive  livestock  as  the  percent  of  tillable 
land  in  hay  and  pasture  increased.   The  income  from  hogs  tended  to  decline  relatively.    The 
pattern  is  not  clear  for  cattle  and  poultry. 


One  of  the  current  problems  confronting  the  corn-belt  farmer  is  how  to 
make  efficient  use  of  the  large  amounts  of  roughages  produced  if  a  soil  mainte- 
nance program  is  followed.  The  farmer's  answer,  as  shown  from  the  data,  ap- 
pears to  be  increased  livestock  production.  The  solution  of  the  problem,  because 
of  individual  differences  among  farms  and  farmers,  remains  largely  one  of  in- 
dividual planning  of  the  farm  business  by  the  farmer  concerned.  Considerable 
time  and  thought  can  profitably  be  given  to  the  problem  of  practical  planning  for 
an  efficient  farm  business.  L  W.  Schruben 

RELATIVE  PROFITABLENESS  OF  CROPS 

Corn  has  consistently  held  first  place  as  the  most  profitable  field  crop  in  east- 
central  Illinois  from  1920  to  date,  the  period  when  farmers  have  participated  in 
farm  cost  studies  in  that  area.  But,  all  of  the  other  important  field  crops  have 
changed  their  positions  from  time  to  time  in  the  scale  of  relative  profits. 

In  the  early  20's,  wheat  followed  corn  in  profits  an  acre,  and  alfalfa  hay  was 
a  close  third.  In  the  early  expansion  of  acreage  in  soybeans  for  grain  in  the 
east-central  section  of  the  state,  the  crop  was  not  grown  profitably.  However, 
it  has  gradually  increased  in  profitableness  until  it  emerged,  after  the  depression 
years  of  the  30  s,  in  second  place,  next  to  corn  in  profit  an  acre. 

In  the  5-year  period,  1935-1939,  winter  wheat  gave  a  larger  average  profit 
an  acre  than  did  alfalfa  hay,  but  in  the  10-year  period,  1930-1939,  six  alfalfa 
crops  netted  their  growers  more  profit  than  did  corresponding  winter  wheat  crops. 
The  demand  for  alfalfa  hay  in  east-central  Illinois  is  usually  light.  In  this  cash- 
grain  farming  area,  not  enough  livestock  is  found  on  farms  to  make  a  strong 
market  for  hay,  and  good  quality  alfalfa  does  not  command  the  same  price 
premium  above  other  legume  hays  that  it  does  in  areas  of  the  state  where  more 
livestock  is  found.  Consequently,  alfalfa  sometimes  is  in  fourth  place  rather  than 
in  second  or  third  place. 

On  a  dollar  and  cents  basis,  oats  has  consistently  shown  the  least  profit  of  all 
the  grain  crops.  However,  this  basis  does  not  give  oats  any  credit  for  its  func- 
tion as  a  nurse  crop.  Soybean  hay  has  also  shown  a  loss  nearly  every  year  of  the 
study.  But,  no  money  credit  was  allowed  for  the  fact  that  cutting  borders  of 
soybean  fields  is  as  much  a  method  of  opening  up  grain  fields  for  the  combine 
as  it  is  a  method  of  producing  hay. 

The  annual  yield  of  clover  hay  on  farms  in  Champaign  and  Piatt  counties 
seldom  exceeds  a  ton  an  acre.  The  low  yield  can  largely  be  attributed  to  the 
fact  that  the  crop  is  often  grown  on  land  which  is  not  limed  or  that  the  crop 
is  included  in  the  rotation  with  the  intention  of  plowing  under  the  second  crop 
instead  of  cutting  it  for  hay.  During  the  5-year  period,  1935-1939,  clover  hay 
was  grown  at  a  profit  on  those  farms  where  two  tons  of  hay  an  acre  were 
obtained  (Table  1). 

When  the  choice  is  made  as  to  how  much  of  each  crop  to  grow,  the  manner 
in  which  the  crops  fit  into  a  well-balanced  rotation  and  the  effect  of  individual 
crops  on  the  fertility  of  the  soil  should  be  considered  as  well  as  the  relative 
profit  of  each.  Although  every  crop  cannot  be  the  highest  profit  one,  a  combi- 
nation of  several  crops  in  a  rotation  will,  in  the  end,  prove  most  profitable  if 
they  are  well  selected  to  give  good  labor  and  power  utilization  and,  at  the  same 
time,  maintain  soil  fertility.  In  the  costs  that  appear  in  Table  1,  no  charge  has 
been  made  for  the  fertility  removed  from  the  soil  by  each  crop.  On  the  farms 
in  the  study,  some  applications  were  made  of  animal  and  green  manure,  lime- 
stone, and  commercial  fertilizers ;  however,  these  fertilizers  were  probably  not 
sufficient  to  replace  in  full  the  plant- food  elements  removed  by  continual  cropping 
and  erosion. 

The  crop  cost  figures  in  Table  1  include  interest  at  5  percent  on  a  fair  value 
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Table  1. — Relative  Profit  Per  Acre  of  Important  Field  Crops  Grown 
in  Champaign  and  Piatt  Counties,  1935-1939 


Crop 

Cost  per  acre 

Yield  per  acre 

Farm  price* 

Profit  or  loss 

217.37 
15.51 
14.74 
17.91 
12.62 
12.35 
19.60 

55  bu. 
28  bu. 
23  bu. 
2Ji  tons 
40  bu. 
1  ton 
\%  tons 

$   .51 

.76 

.78 

8.60 

.26 

8.00 

7.20 

$10.52 

5.85 

Wheat 

3.15 

Alfalfa 

1.81 

Oats 

-2.33 
-4.41 

-6.28 

14.62 

2  tons 

8.00 

1.58 

•Prices  are  to  the  nearest  cent  for  grain  and  to  the  nearest  10  cents  for  hay. 

bThese  figures  for  clover  hay  are  the  average  of  all  the  farms  in  the  study. 

"These  figures  for  clover  hay  are  the  average  of  just  the  farms  on  which  2  tons  were  produced  an  acre. 


of  land  as  a  land  charge  and  include  all  the  operating  expenses  up  through  the 
harvesting  of  the  crop.  At  the  time  of  harvesting,  a  farm  price  is  applied  to  the 
yield  an  acre,  and  the  profit  or  loss  an  acre  is  determined. 

In  the  5-year  period,  1935-1939,  the  average  cost  of  growing  and  harvesting 
an  acre  of  corn  was  $17.37,  including  the  land  charge.  The  average  corn  yield 
for  these  five  years  was  55  bushels,  valued  at  51  cents  a  bushel  at  harvest  time. 
The  average  corn  yield  for  the  five  years  ending  in  1939  was  10  bushels  above 
that  of  the  preceding  15  years.  As  a  result,  the  annual  profit  of  corn  an  acre 
for  the  5-year  period  was  $10.52,  a  figure  which  was  well  above  the  profit  for 
the  preceding  15  years. 

The  average  cost  of  growing  and  harvesting  an  acre  of  soybeans  was  $15.51, 
including  the  land  charge,  and  the  value  of  the  28-bushel  crop  was  $21.36,  or  a 
profit  of  $5.85  an  acre.  The  yield  of  soybeans  has  been  gradually  increasing  since 
the  crop  was  introduced  in  this  section  of  the  state.  The  average  soybean  yield 
an  acre  for  the  10  years  just  preceding  the  5-year  period  showm  in  Table  1  was 
20  bushels.  The  yields  of  winter  wheat,  oats,  and  hays  in  the  5-year  period  were 
near  the  long-time  levels  for  those  crops. 

In  the  years  that  soybeans  averaged  approximately  20  bushels  an  acre,  wheat 
was  a  more  profitable  crop  than  were  soybeans.  During  the  five  years  for  which 
figures  are  shown  in  Table  1,  wheat  was  produced  at  the  cost  of  $14.74  an  acre. 
The  average  yield  during  the  period  was  23  bushels,  valued  at  78  cents  a  bushel. 
The  average  profit  of  wheat,  $3.15  an  acre,  placed  the  crop  below  soybeans  when 
all  the  crops  are  ranked  in  order  of  profit. 

The  low  yields  of  hay  crops  in  east-central  Illinois  are  largely  responsible 
for  placing  them  among  the  crops  of  lower  profits.  The  small  hay  acreage  on 
these  farms  resulted  in  the  machinery  expense  of  an  acre  of  hay  totaling  over 
twice  that  of  an  acre  of  corn  or  small  grain.  When  cost  and  income  records  from 
those  farms  that  cut  approximately  two  tons  of  clover  hay  an  acre  during  the 
years  1935-1939  were  analyzed  by  themselves,  it  was  found  that  the  clover  hay 
crop  made  a  profit  of  $1.58  an  acre. 

The  relative  profitableness  of  crops  in  Illinois  has  been  found  to  change  from 
year  to  year  due  to  unusual  conditions  affecting  yields  or  market  prices.  The 
long-time,  more  permanent  changes  in  relative  profitableness  between  crops  have 
taken  place  as  the  result  of  a  general  reduction  in  operating  costs  of  production, 
the  raising  of  yield  levels  for  some  crops  and  not  for  others,  or  an  advantage  in 
the  market  as  new  uses  are  opened  up  for  one  crop  and  not  for  others.  The 
choice  of  what  crops  to  grow  and  how  many  acres  of  each  to  plant  should  not  be 
governed  entirely  by  the  relative  profitableness  of  individual  crops,  but  by  the 
ost  profitable  combination  of  crops  for  the  individual  farm  and,  at  the  same 
ime,  by  the  extent  to  which  this  combination  of  crops  maintains  the  soil  fertility. 

R.  H.  Wilcox 
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RECENT  SEASONAL  AND  OTHER  SHORT-TIME  MOVEMENTS 
OF  POULTRY  AND  EGG  PRICES 

This  analysis  covers  the  period  1935  to  1939  and  is  confined  largely  to  a  study 
of  seasonal  price  movements  of  broilers,  turkeys,  chickens,  and  eggs  and  the  re- 
lationship of  short-time  price  movements,  after  seasonal  influences  are  eliminated, 
to  changes  in  the  year-to-year  supplies  and  incomes  of  industrial  workers.  The 
last  factor  is  used  as  a  measure  of  demand,  although  it  might  not  be  an  equally 
satisfactory  measure  of  demand  for  broilers,  turkeys,  chickens,  and  eggs.  Seasonal 
fluctuations  have  such  a  predominant  influence  on  prices  of  poultry  and  eggs  that 
it  is  desirable  to  determine  typical  seasonal  movements  and  to  make  adjustments 
for  them  in  order  to  study  other  short-time  movements  of  these  prices.  This 
procedure  has  been  followed.  The  seasonal  movements,  using  the  average  for  the 
year  as  100  percent,  are  illustrated  in  Figure  1.  The  prices  charted  in  Figures 
3,  4,  and  5  are  actual  prices  which  had  been  adjusted  for  typical  seasonal 
variations. 
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Fig.  1. — Seasonal  Movements  of  Poultry  and  Egg  Prices,  Illinois,  1935-1939 
Egg  prices  have  the  greatest  seasonal  variations  in  this  group,   followed  in  order  by 
broilers,  turkeys,  and  chickens.    Top  prices  for  broilers  occur  in  late  winter  ;   for  eggs,  in 
early  winter;   for  turkeys,  in  midwinter;   and   for  chickens,  in  the  spring. 


Broilers.  A  few  years  ago  Illinois  farmers  showed  considerable  interest 
in  growing  broilers  for  the  early  market  in  battery  brooders  and  by  other  inten- 
sive methods.  At  that  time  broilers  brought  a  high  price  compared  with  that 
brought  by  other  chickens  coming  to  market  early  in  the  year.  Although  the 
premium  for  broilers  has  declined  considerably,  the  price  of  broilers  at  certain 
seasons  of  the  year  tends  to  be  considerably  higher  than  it  is  at  other  seasons 
(Fig.  1).  The  major  peak  in  prices  typically  comes  in  late  March  and  early 
April ;  the  minor  peak  comes  in  late  October  and  early  November. 

The  actual  Chicago  quotations  (each  Friday)  for  1935  to  1939  for  broilers 
are  charted  in  Figure  2.  A  downward  trend  and  two  seasonal  peaks  are  notice- 
able.   After  corrections  are  made  which  adjust  the  prices   for  the  influence  of 
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Fig.  2. — Broiler  Prices,  Chicago,  1935-1939" 
The   general   trend   of   broiler   prices   during  this   period   was   downward   and   was   ac- 
companied by  a  slight  tendency  for  the  amplitude  of  price  fluctuations  within  the  year  to 
decrease.    In   1936  and   1939,   increased  quantities  of  chickens   sold  tended  to  offset  the  in- 
fluence of  improved  demand  conditions. 

seasonal  variations,  the  monthly  prices  can  be  charted,  along  with  an  index  of 
incomes  of  industrial  workers  and  numbers  of  chickens  sold  in  the  United 
States  (Fig.  3). 

Logically,  poultry  and  egg  prices  should  rise  with  increasing  incomes  and 
decline  with  decreasing  incomes,  except  as  the  influence  of  this  change  in  demand 
is  offset  by  changes  in  the  opposite  direction  in  supplies  offered  for  sale.  Broiler 
prices,  after  corrections  are  made  for  seasonal  variations,  do  appear  to  rise  and 
fall  as  incomes  rise  and  fall,  except  as  changes  in  demand  are  offset  by  changes  in 
supplies.  Both  prices  and  incomes  rose  in  1935  and  on  into  1936  until  the  great 
increase  in  numbers  of  chickens  sold  in  late  summer  and  fall  of  1936  caused  a 


Fig.  3. — Adjusted  Prices  of  Broilers  at  Chicago,  Changes  in  Numbers  of  Chickens 
Marketed  in  the  United  States  and  in  Incomes  of  Industrial 
Workers  in  the  United  States,  1935-1939 
After    adjustments    are    made    for    seasonal    variations    and    for    numbers    of    chickens 
marketed,  broiler  prices  respond  to  changes  in  incomes  of  industrial  workers. 


■Friday    quotations.     Occasionally   no   broiler   quotations    were    available,    and    "Springs    under   4    lb." 
or  "Fryers"  were  substituted.    The  author  is  indebted  to   Mr.   R.   B.   Floyd   for  the  compilation  of  the  data. 
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Fig.  4. — Adjusted  Illinois  Farm  Prices  of  Turkeys  and  Chickens,  Changes  in 

Numbers  of  Turkeys  and  Chickens  Sold  in  the  United  States  and  in 

Incomes  of  Industrial  Workers  in  the  United  States,  1935-1939 

Prices  of  turkeys  and  chickens  respond  both  to  changes  in  numbers  sold  and  to  changes 

in  incomes  of  industrial  workers.    The  Illinois   farm  price  of  turkeys  has  strengthened   in 

relation  to  the  Illinois  farm  price  of  chickens  in  spite  of  a  greater  percentage  increase  of 

turkey  production   in  the  country. 


sharp  drop  in  prices.  The  correction  for  changes  in  supplies  was  completed  within 
a  few  months,  and  prices  again  rose  from  the  lower  level  as  incomes  continued 
to  rise.  The  other  major  discrepancy  occurred  in  late  1938  and  1939.  The  failure 
of  prices  of  broilers  to  rise  in  late  1939  might  well  be  attributed  to  the  great  in- 
crease in  poultry  marketings  that  year.  The  1938  situation  is  not  clear.  When 
the  numbers  to  be  marketed  are  taken  into  consideration,  prices  are  likely  to  im- 
prove during  periods  of  increasing  consumer  purchasing  power,  and  vice  versa. 


Fig.  5. — Adjusted  Illinois  Farm  Prices  of  Eggs,  Changes  in  the  Quantity  of 
Sold  in  the  United  States  and  in  Incomes  of  Industrial 
Workers  in  the  United  States,  1935-1939 
The  general  short-time  trend  of  egg  prices  has  been  downward,  and  the  trend 
duction  has  been  upward   during  this  period. 
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Turkeys  and  chickens.  The  seasonal  variations  in  turkey  prices  follow 
more  closely  those  for  eggs  than  those  for  chickens.  The  highest  prices  are  ob- 
tainable in  November,  December,  and  January  (Fig.  1).  After  adjustments  are 
made  for  seasonal  variations,  the  Illinois  farm  price  of  turkeys  tends  to  follow 
the  same  pattern  as  does  that  of  chickens.  Fluctuations  in  production  have  also 
followed  the  same  general  pattern.  The  demand  for  turkeys,  however,  has  in- 
creased in  relation  to  the  demand  for  chickens.  This  increase  is  indicated  in 
Figure  4  by  the  tendency  of  prices  of  turkeys  to  rise  in  relation  to  prices  of 
chickens  in  spite  of  a  greater  relative  rise  in  sales  of  turkeys  than  of  chickens. 
The  behavior  of  the  prices  of  both  turkeys  and  chickens  in  relation  to  changes 
in  incomes  of  industrial  workers  resembles  that  of  broilers.  Except  as  influenced 
by  changes  in  supplies,  the  prices  tend  to  go  in  the  same  direction  as  incomes. 

Eggs.  Seasonal  fluctuations  of  egg  prices  are  typically  much  greater  on 
a  percentage  basis  than  are  seasonal  fluctuations  of  broilers,  turkeys,  or  chickens 
(Fig.  1).  The  peak  comes  in  November  and  December,  with  a  long  flat  bottom 
from  March  to  July.  After  adjustments  are  made  for  seasonal  variations,  egg 
prices  seem  to  follow  a  declining  short-time  trend,  doubtless  caused  by  the  in- 
crease in  egg  production  (Fig.  5).  In  fact,  year-to-year  changes  in  egg  prices 
appear  to  be  more  closely  associated  with  changes  in  supply  than  with  changes 
in  incomes  of  industrial  workers.  q  l  Jordan 


Footnotes   for    the    following   page: 

'-'2The  first  source  is  for  annual  data;  the  second  is  for  current  data  from  which  tables  may  be  brought 
to    date. 

'Survey  of  Current  Business,  1936  supplement,  U.S.  Dept.  of  Commerce;  subsequent  monthly  issues. 
2Same  as  footnote  1.  3Illinois  Crop  and  Livestock  Statistics,  Circular  438  (1937);  monthly  mimeographs  of 
Statistical  Tables  for  Illinois  Crop  Report,  converted  from  1910-14  =  100  to  1924-29  =  100  by  multiplying 
by  .7151.  Agricultural  Situation,  Bureau  of  Agricultural  Economics,  U.S.D.A. ;  Agricultural  Situation, 
converted  from  1910-14  =  100  to  1924-29  =  100  by  multiplying  by  .6486.  "Calculated  from  data  furnished 
by  Bureau  of  Agricultural  Economics;  Survey  of  Current  Business,  seasonally  adjusted.  6Calculated  by 
Department  of  Agricultural  Economics,  University  of  Illinois,  seasonally  adjusted.  Data  from  Farm  Income, 
Bureau  of  Agricultural  Economics;  B.A.E.  monthly  mimeograph.  Receipts  from  sale  of  Principal  Farm 
Products  (government  payments  not  included).  'Obtained  by  dividing  Index  of  Illinois  Farm  Income 
(column  6)  by  Index  of  Prices  Paid  by  Farmers  (column  4).  8Monthly  Indexes  of  Non- Agricultural  and 
National  Income,  Supplement,  August,  1937,  B.A.E. ;  Price  and  Demand  Situation,  or  Agricultural  Situa- 
tion. 8Survey  of  Current  Business,  1938  Revision;  subsequent  monthly  issues,  unadjusted  for  seasonal 
variation.  '"Federal  Reserve  Bulletin  of  Federal  Reserve  Board,  September,  1933  and  subsequent  issues; 
Survey  of  Current  Business,  seasonally  adjusted.  "Preliminary  estimate.  "Illinois  Crop  and  Livestock 
Statistics,   Cir.    438;    Monthly   price   releases,    State   Agricultural    Statistician. 
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Table  A. — Indexes  of  United  States  Agricultural  and  Business  Conditions 


Commodity  prices 

Income  from  farm  marketings 

Non- 
agricul- 
tural 
income8 

Factory 
payrolls9 

Year  and 

Illl    .11  til 

Wholesale  prices 

Illinois 
farm 
prices3 

Prices 
paid  by 
farmers4 

U.S. 

In 

money5 

Illinois 

Indus- 
trial 
produc- 
tion1" 

All  com- 
modities1 

Farm 
products2 

In 
money0 

In  pur- 
chasing 
power7 

Base  period 

1929 

1926 
95 
86 
73 
65 
66 
75 
80 
81 
86 
79 
77 

79 
79 
79 
79 

78 
79 
78 
78 
78 
77 
78 
78 
79" 

1926 
105 

88 

65 

48 

51 

65 

79 

81 

86 

69 

65 

67 
68 
69 
68 
68 
69 
68 
66 
66 
66 
66 
66 
68" 

1924-29 
104 
89 
62 
41 
45 
61 
82 
86 
96 
69 
65 

67 
66 
68 
67 
66 
67 
69 
65 
67 
69 
72 
72 
73 

1924-29 
99 
94 
80 
69 
71 
80 
81 
80 
84 
80 
78 

79 
79 
79 
79 
79 
80 
80 
80 
79 
79 
79 
79 
79 

1924-29 
103 
83 
58 
43 
49 
57 
64 
74 
80 
72 
72 

76 
79 
79 
83 
76 
82 
80 
70 
71 
71 
76 
80" 

1924-29 
103 
87 
58 
43 
51 
55 
65 
82 
87 
81 
81 

93 

99 
100 
100 

98 

76 

90 

71 

72 

80 

84 

1924-29 
104 

93 

72 

62 

72 

69 

80 
103 
103 
101 

97 

117 
125 
126 
126 
124 

96 
112 

89 

90 
101 
106 

1924-29 
107 
100 

87 

68 

63 

72 

77 

90 

95 

88 

93 

96 
97 
97 
96 
96 
95 
96 
97 
98 
99 
100 

1923-25 
110 
89 
68 
47 
50 
64 
74 
86 
102 
78 
91 

102 
104 

98 

98 

98 

96 

96 

98 

96 
104 
110 
114 

1935-39 
110 

1930 

91 

1931 

75 

1932 

58 

1933 

69 

1934    

75 

1935 

87 

1936 

103 

1937 

113 

1938 

88 

1939 

108 

1939  Nov 

124 

Dec 

126 

1940  Jan 

Feb 

122 
116 

112 

111 

May 

June 

July 

Aug 

Sept 

Oct 

115 

121 
121 
121 
125 
128" 

Nov 

131" 

Table  B. — Prices  of  Illinois  Farm  Products' 


Product 


Calendar  year  average 


1938 


1939 


November 
1939 


Current  months 


September 


October 


November 


Corn,  bu 

Oats,  bu 

Wheat,  bu 

Barley,  bu 

Soybeans,  bu. .  .  . 

Hogs,  cwt 

Beef  cattle,  cwt.. 

Lambs,  cwt 

Milk  cows,  head. 
Veal  calves,  cwt. 

Sheep,  cwt 

Butterfat,  lb. .  .  . 

Milk,  cwt 

Eggs,  doz 

Chickens,  lb 

Wool,  lb 

Apples,  bu 

Hay,  ton 

Potatoes,  bu 


$   .81 

.42 

1.30 

.66 

1.94 

9.97 

8.57 

12.22 

78.00 

11.27 

6.52 

.42 

2.32 

.30 

.21 

.36 

1.59 

13.88 

1.39 


$    .45 

.24 

.68 

.53 

.75 

8.06 

7.68 

7.76 

60 .  00 

8.89 

3.36 

.25 

1.66 

.19 

.15 

.21 

.95 

7.65 

.73 


$   .43 

.28 

.67 

.41 

.74 

6.56 

8.18 

8.18 

63.00 

9.15 

3.44 

.23 

1.59 

.16 

.13 

.25 

1.07 

6.05 

.80 


$   .42 

.31 

.79 

.43 

.80 

6.10 

8.40 

8.20 

62.00 

9.50 

3.40 

.29 

1.85 

.24 

.12 

.31 

.75 

6.20 

.80 


$   .59 

.27 

.69 

.45 

.67 

6.40 

9.60 

8.20 

64.00 

9.80 

3.35 

.25 

1.70 

.17 

.14 

.29 

1.00 

6.80 

.75 


$   .58 

.28 

.75 

.48 

.65 

6.00 

9.60 

8.00 

65.00 

9.70 

3.45 

.27 

1.75 

.20 

.13 

.31 

.90 

6.70 

.70 


$    .56 

.33 

.80 

.48 

.85 

5.70 

9.80 

8.40 

65.00 

9.80 

3.45 

.30 

1.85 

.23 

.13 

.33 

1.10 

6.80 

.70 


1_12For  sources  of  data  in  tables  see  previous  page. 
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EFFECT  OF  INCREASED  ROUGHAGE  PRODUCTION 
ON  FARM  INCOME 

Since  1932,  Illinois  farmers  have  been  reducing  the  acreage  in  corn  and 
increasing  the  acreage  in  hay  and  pasture.  Illinois  accounting  farmers  grew  23 
percent  less  corn  and  13  percent  more  hay  and  pasture  in  1939  than  in  1932.  On 
all  the  farms  in  Illinois,  9.8  million  acres  of  corn  were  harvested  in  1932  but  only 
7.5  million  acres  in  1940 — a  reduction  of  24  percent  (Table  1). 

This  shift  from  grain  to  roughage  production  will  eventually  have  its  effect  on 
the  amounts  and  kinds  of  livestock  produced  in  the  state.  Livestock  numbers  on 
Illinois  farms  have  not  been  abnormally  high  in  the  last  7  years  due  to  the  drouths 
of  1934  and  1936,  but  the  numbers  of  roughage-consuming  animals  will  attain 
record  levels  by  1945,  when  the  numbers  of  beef  cattle  on  farms  are  expected 
to  reach  the  peak  of  the  current  cycle  (Table  2). 

Some  idea  of  the  adjustments  which  Illinois  farmers  will  make  in  livestock 
production  in  the  future,  if  they  increase  the  production  of  hay  and  pasture,  may 
be  secured  from  a  study  of  those  accounting  farms  where  these  adjustments  have 
already  been  made.  Farm  account  records  for  central  Illinois  were  grouped 
according  to  the  percent  of  tillable  land  in  hay  and  pasture  in  order  to  study  the 
effect  of  the  production  of  roughages  on  amounts  of  livestock  and  on  farm 
incomes,  for  the  years  1931,  1936,  and  1937  (Table  3). 

The  following  conclusions  were  reached  from  this  study: 

1.  The  total  digestible  nutrients  produced  per  100  tillable  acres  were  slightly 
less  for  farms  with  less  than  10  percent  of  the  tillable  land  in  hay  and  pasture 
than  for  those  with  over  30  percent.  The  percentage  of  total  nutrients  from 
grains  declined  from  93  percent  to  66  percent,  however,  as  the  percentage  of  hay 
and  pasture  increased  from  less  than  10  to  more  than  30. 


Table  1. — Percentage  of  Tillable  Land  in  Corn  and  Hay  and  Pasture  on  Illinois 

Accounting  Farms  and  the  Acreage  Planted  to  Corn  in  the 

United  States  and  Illinois,  1931-1939 


Year 


)31 

32 
33 
34 
35 
36 
>37 
38 
39 
4(1 


Illinois  accounting  farms 


Number  of 
records 


1  538 

1  322 

1  245 

1  490 

1  611 

1  658 

1  847 

2  499 
2  713 


Percentage  in 
corn 


38.2 
39.5 
36.2 
26.8 
28.0 
34.1 
34.6 
31.5 
30.3 


Percentage  in 
hay  and  pasture 


26.7 
27.7 
29.3 
36.9 
32.2 
31.0 
27.6 
30.6 
31.2 


Acreage  in  corn 


United  States 


Illinois 


(million  acres) 


106.9 
110.6 
106.0 
92.4 
95.8 
93.0 
93.7 
92.2 
88.8 
86.4 


9.8 
9.8 
8.8 
7.8 
8.3 
9.3 
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Articles  in  Illinois  Farm  Economics  are  based  largely  upon  findings  of  the  Agricultural 
Experiment  Station. 


Tabi  i.  2. — Size  of  Tig  Crop  and  Numbers  of  Cattle  ox  Farms 
in  the  United  States,  1924-1941 


\  eai 


1924-.U  average 

1934 

1935 

1936 

1937 


Total  pig 
i  rop 


Numbers  of 

cattle  on  farms 

January  1 


|  million  head ) 


78.0 

56.8 
55 . 1 
64.9 
<>l  .9 


02.4 
74.3 
68.5 
67.9 
66.8 


Year 


1938 
1939 
1940 
1941 


Total  pig 
crop 


Numbers  of 

cattle  on  farms 

January  1 


(million  head) 


71.1 
85.9 
77.0 


66.1 
66.8 
68.8 
70.8 


2.  Crop  yields  for  grain  crops  were  5  percent  larger  on  the  farms  with  25  to 
30  percent  of  the  tillable  land  in  hay  and  pasture  than  for  those  with  less  than  10 
percent. 

3.  Over  twice  as  much  feed  was  fed  to  livestock  on  the  farms  with  over  30 
percent  of  the  tillable  land  in  hay  and  pasture  as  on  those  with  less  than  10 
percent.  The  increase  in  the  value  of  feed  fed  was  greater  for  cattle  than  for  hogs. 

4.  When  no  charge  was  made  for  the  depletion  of  soil  fertility,  farm  earnings 
were  higher  on  the  farms  with  less  than  10  percent  of  the  tillable  land  in  hay  and 
pasture  in  each  of  three  years  studied  (1931,  1936,  and  1937)  than  on  those  with 
30  percent. 

Additional  information  concerning  the  influence  of  the  type  of  farm  organiza- 
tion on  farm  earnings  was  secured  from  an  analysis  of  farm  financial  records 
from  Farming-Type  Areas  2,  3,  4,  and  5  for  the  10-year  period,  1926-1935 
(Table  4).  The  records  were  sorted  according  to  the  percentage  of  the  gross 
income  from  various  sources,  and  they  indicated  that  the  return  on  the  capital 
invested  in  the  business  was  larger  on  the  grain  farms  than  on  the  livestock  farms 
for  the  10-year  period. 

When  these  results  are  interpreted,  the  following  facts  must  be  kept  in  mind: 
(1)  the  grain  farms  were  on  better  land  than  were  the  livestock  farms,  as  indi- 
cated by  the  higher  value  of  land  per  acre  and  the  higher  percentage  of  tillable 
land;  (2)  the  grain  farms  had  a  higher  percentage  of  tillable  land  in  corn  and  a 
smaller  percentage  in  hay  and  pasture  than  did  the  livestock  farms;  (3)  crop 
yields  were  higher  on  the  livestock  farms  than  on  the  grain  farms,  even  though 
the  land  was  of  a  lower  grade;  (4)  no  charge  was  made  in  the  records  for 
fertility  or  erosion  losses,  and  no  credits  were  allowed  for  soil  improvement  (the 
intensive  grain  farms  had  only  16  percent  of  the  tillable  land  in  hay  and  pasture, 
but  the  cattle  farms  had  31  percent)  ;  and  (5)  expenses  per  acre  were  lower  on 
the  grain  farms  than  on  the  livestock  farms  due  to  the  smaller  input  of  labor  and 
to  less  expense  for  power  and  machinery  and  improvements.  The  higher  crop 
yields  on  the  livestock  farms  did  not  offset  the  lower  expenses  on  the  grain  farms. 

Some  of  the  reasons  why  the  grain  farms  show  higher  earnings  than  do  the 
livestock  farms  follow: 

1.  The  records  were  secured  from  those  areas  in  Illinois  where  a  great  dea' 
of  the  land  is  relatively  level  and  where  crop  yields  have  been  maintained  at  a 
fairly  high  level  with  a  minimum  use  of  hay  and  pasture.  The  difference  in  yields 
between  the  farms  with  high  percentages  of  hay  and  pasture  and  those  with  low 
ones  was  only  5  percent  (Table  3). 

2.  The   use   of   general-purpose   tractors   and  motor-operated  equipment  has 
enabled    farmers  to  reduce  the  cost  of  producing  crops  more  than  the  cost  ol    ice 
producing  livestock,  and  this  change  has  favored  the  grain   farms.    The  laboi 
input  per  acre  of  corn  has  been  cut  in  half,  but  the  labor  input  per  unit  of  live-    :l(f> 
stock  produced  has  declined  but  little. 

i  rms 


v 
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Table  3. 


-Effect  of  Variations  in  Land  Use  on  Feed  Production  and  Farm  Income, 
Central  Illinois,  Averages  for  1931,  1936,  and  1937 


Item 

Percent  of  tillable  land 

in  hay  and  pasture 

0-9.9 

10-14.9 

15-19.9 

20-24.9 

25-29.9 

30  and  over 

Number  of  records 

113 

186 

311 

266 

187 

147 

Value  of  feed  per  100  acres 

2865 

2944 

21   268 

21  296 

21    745 

21  855 

Crop-vield  index 

98 

97 

101 

100 

103 

101 

Digestible    nutrients    per    100    tillable 
acres  (thousands  of  pounds) 
Grain 

159 

149 

145 

135 

133 

118 

8 

16 

25 

33 

37 

51 

Total 

167 

165 

170 

168 

170 

169 

Labor  used  per  100  tillable  acres 

£365 

2409 

2464 

2446 

2555 

2537 

Rate  earned  on  investment  (percent) . . 

7.5 

6.5 

6.1 

5.3 

5.6 

4.8 

3.  The  cost  of  controlling  livestock  diseases  has  probably  increased  during  the 
past  15  years. 

4.  The  introduction  of  hybrid  corn  increased  yields  of  corn  and  decreased  the 
cost  of  production  of  corn.  No  comparable  advance  has  been  made  in  the 
efficiency  of  producing  livestock  or  livestock  products. 

5.  Since  1929,  corn-belt  farmers  have  lost  an  export  market  for  the  lard  from 
15  million  hogs,  and  this  loss  has  depressed  hog  prices. 

6.  Since  1934,  loan  programs  for  corn  and  wheat  have  caused  an  advance  in 
the  prices  of  these  grains.    This  advance,  in  turn,  has  resulted  in  higher  earnings 

i  on  grain  farms  than  on  livestock  farms. 

These  facts  lead  to  the  conclusion  that  two  conflicting  forces  will  influence 

,  the  amount  of  livestock  raised  on  the  farms  in  the  United  States  during  the  years 

which  lie  immediately  ahead:    (1)  The  increased  use  of  machinery  will  favor  the 

grain    farms   and   tend   to   hold   down   the   amount   of   livestock   produced;    and 

I  (2)   the  desire  of  many  farmers  to  grow  more  grasses  and  legumes,  to  control 

j  erosion,  and  to  maintain  fertility  will  cause  an  increased  production  of  livestock 

and  will,  thereby,  offset  the  influence  of  increased  mechanization.    Many  farmers 

I  will  grow  more  legumes  and  grasses  than  they  grew  in  1932,  even  though  AAA 

payments  are  discontinued.    The  farmers  will  grow  more  legumes  because  they 

know  that  legumes  are  necessary  to  maintain  a  high  level  of  crop  yields. 

Farmers  on  relatively  level  land  may  choose  to  produce  livestock,  or  they  may 
maintain  their  crop  yields  by  plowing  under  deep-rooted  legumes,  such  as  sweet 
clover.  On  relatively  level  farms  that  are  large  enough  to  provide  an  adequate 
ivolume  of  business,  a  5-year  rotation  of  corn,  soybeans,  sweet  clover  (seeded 
alone),  corn,  and  oats  (sweet-clover  catch  crop)  or  a  3-year  rotation  of  corn, 
soybeans,  and  sweet  clover  (seeded  alone)  will  provide  (1)  a  large  percentage 
|of  high  profit  crops,  (2)  enough  legumes  to  maintain  high  crop  yields,  (3)  low 
operating  costs,  and  (4)  a  relatively  high  return  on  the  investment.  This  type  of 
organization  is  designed  for  those  farmers  who  are  relatively  inefficient  in  live- 
stock production  or  who  lack  the  equipment  for  livestock  production.  For  the 
110-year  period,  the  grain  farms,  on  the  average,  had  $4,212  invested  in  improve- 
ments and  the  cattle  farms,  $6,729  (Table  4). 

On  the  more  rolling  farms,  livestock  production  had  a  decided  advantage 
since  a  high  percentage  of  legumes  and  grasses  must  be  grown  to  control  erosion 
land  since  it  is  often  desirable  to  have  sod  crops  on  the  land  for  two  or  more 
♦  successive  years.  On  farms  of  this  type,  the  efficient  livestock  producer  will  make 
Ii  good  return,  but  the  inefficient  producer  will  have  a  low  return.-  The  level 
;  farms   offer  an  opportunity   for   the   inefficient   livestock   man   to   make   a  good 
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Table  4. — Records  fob  Farms  Grouped  According  t<>  Source  of  Income,  Northern 

Two-Thirds  of  Illinois,  Exclusive  of  the  Chicago 

Dairy  Area,  Averages,  1926-1935 


Item 


Number  of  records 

Acres  per  farm 

Percent  of  land  area  tillable 
Value  of  land  per  acre 

Percent  of  tillable  land  in  corn 

Percent  of  tillable  land  in  hay 

and  pasture 

Feed  per  acre  to  prod,  livestock 
Returns  per  £100  feed 

Months  of  labor  per  100  tillable 
acres 

Gross  receipts  an  acre 

Expenses  an  acre 

Net  income  an  acre 

Investment  per  farm,  total  ... 
Investment  in  improvements  . 
Rate  earned  on  investment.  .  .  . 


Grain 
60%  + 


2  430 

267 

91 

$139 

42 
16 

$     3.31 
128 


$  16.78 
9.74 
7.04 

$47  335 
4  212 

4.0% 


Grain 
40-59% 

2  300 

236 

88 

$131 

40 

22 

$  5 
139 

38 

10 

4 

$  16 
10 
6 

60 
28 

32 

$41  211 

4  292 

3 

6% 

Hogs 
40%  + 


4  670 

219 

83 

$126 

39 
28 

$   11.36 
133 


$   17.16 

12.14 

5.02 

$38  895 
4  786 

2.8% 


Cattle 

40%  + 


850 

277 

84 

$132 

39 


$   14.67 
133 


$  21.26 
14.42 
6.84 

$53  893 
6   729 

3.5% 


Dairy  sales 
40%  + 


1  200 
178 
80 

$118 

33 


$   10.22 
159 


$  18.86 
13.95 
4.91 

i31    711 
4   789 

2.8% 


All  less 
than  40% 


2  500 

212 

82 

$120 

38 


$     8.09 

140 


$  15.94 
10.79 
5.15 


$35   502 

4  277 

3 


1% 


return  with  a  grain  system.  If  the  grain  farms  of  the  corn  belt  are  all  converted 
into  livestock  farms,  the  price  for  livestock  and  livestock  products  will  be  unduly 
depressed. 

Farm  account  records  indicate  that  the  "returns  per  $100  of  feed  fed  to  pro- 
ductive livestock"  is  a  measure  which  indicates  rather  clearly  the  efficiency  of 
the  individual  livestock  producer.  If,  over  a  period  of  years,  this  return  is  less 
than  is  the  average  for  other  cooperators  with  similar  livestock  enterprises,  the 
individual  producer  may  well  consider  reducing  the  amount  of  livestock  that  he 
produces  or  using  practices  which  will  increase  the  efficiency  of  his  livestock 
enterprises. 

The  wide  variation  from  farm  to  farm  in  the  amount  of  feed  used  to  produce 
100  pounds  of  pork  or  100  pounds  of  beef  indicates  clearly  the  opportunity  which 
many  farmers  have  to  increase  their  net  farm  incomes  by  increasing  the  efficiency 
with  which  livestock  and  livestock  products  are  produced.  Farm  accounts  indicate 
that  many  farmers  have  maintained  their  incomes  at  a  high  level  by  increasing  the 
amount  of  their  tillable  land  in  hay  and  pasture  to  more  than  25  percent  and  by 
using  livestock  to  convert  this  roughage  into  meat  and  milk.  The  records  also 
indicate  that,  at  the  average  level  of  livestock  efficiency  for  the  past  14  years,  the 
grain  farmers  on  good-quality  land  have  had  higher  incomes  than  have  the  live- 
stock farmers  on  similar  land.  Since  many  farmers  should  grow  more  legumes,  the 
natural  conclusion  is  that  they  should  plow  more  of  them  under  for  soil  improve- 
ment or  should  adopt  the  practices  which  have  been  used  by  farmers  who  are 
getting  high  returns  from  their  livestock  farms. 

Each  farm  presents  a  different  problem,  and  each  must  have  a  solution  which 
is  adapted  to  the  land  and  to  the  farmer  if  optimum  incomes  are  to  be  secured 
and  if  the  farm's  level  of  productivity  is  to  be  maintained. 

The  two  most  important  problems  that  now  confront  Illinois  farmers  are: 
(1)  working  out  a  cropping  system  which  will  maintain  or  increase  crop  yields 
and  control  erosion,  and  (2)  marketing  legumes  and  grasses  through  livestock  or 
plowing  them  under  so  that  the  maximum  net  farm  income  will  be  secured. 

P.  E.  Johnston 
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PLANNING  THE  INVESTMENT  AND  CREDIT  PROGRAM 
FOR  THE  FAMILY 

Much  less  scientific  study  has  been  given  to  this  subject  than  to  questions  of 
farm  and  family  income  and  expense.  Therefore,  general  principles  will  be  dis- 
cussed rather  than  accomplished  research.  The  topic  has  two  sides,  investment 
and  credit,  and  each  will  be  discussed  separately. 

Savings  must  precede  investments.  Before  families  can  consider  the  prob- 
lem of  investments,  they  must  first  have  something  to  invest,  either  as  the  result 
of  inheritance  or  savings.  Savings  arise  from  income  in  excess  of  necessary 
business  (farm)  or  family  expense.  All  studies  of  farm  income  reveal  wide 
differences  in  incomes  among  farmers,  depending  on  variations  in  material 
resources,  personal  factors,  such  as  health  and  the  efficiency  with  which  material 
resources  and  available  labor  are  used.  Hence,  there  are  wide  variations  in  the 
opportunities  open  to  individual  families  to  save.  All  studies  of  the  use  of  income 
show  that  farm  families  begin  to  save  substantial  proportions  of  their  income  at 
lower  income  levels  than  do  nonfarm  families.  Probable  reasons  for  this  are: 
(1)  on  the  farm,  savings  take  place  as  a  part  of  the  process  of  accumulating  the 
capital  needed  in  farming,  and  (2)  there  is  less  social  and  business  pressure  to 
increase  personal  expenditures  with  increased  incomes  in  farm  communities  than 
among  town  and  city  people. 

It  is  probably  unwise  for  farm  families  with  very  low  incomes  to  attempt  to 
save  any  significant  amounts.  They  can  use  their  meager  incomes  to  better 
advantage  by  providing  better  nourishment,  shelter,  and  clothing  than  in  attempt- 
ing to  build  up  capital  for  the  future. 

Ways  to  invest  savings.  Savings  of  farm  families  may  be  invested  for 
three  purposes:  (1)  to  improve  the  security  of  the  family,  (2)  to  build  up  the 
farm  and  home  capital  to  provide  a  business  of  adequate  size  and  a  home  of 
adequate  comfort,  and  (3)  as  a  pure  investment,  that  is,  something  not  directly 
related  to  the  farm  and  the  home.  Although  most  of  the  savings  of  farm  families 
are  probably  used  in  the  first  two  ways,  there  are  some  families  who  are  seeking 
outside  investments. 

It  is  impossible,  of  course,  to  draw  a  sharp  line  between  the  first  two  classi- 
fications. Building  up  a  farm  business  of  adequate  size  is  also  a  means  of  creating 
greater  economic  security.  Life  insurance,  however,  represents  a  specialized  form 
of  investing  saving  to  increase  economic  security.  A  recent  survey  made  by  the 
Bureau  of  Home  Economics  in  sample  areas  in  the  Middle-Atlantic  and  North- 
Central  States  indicates  that  40.8  percent  of  the  farm  families  had  life  insurance.1 
Using  savings  for  insurance  limits  accumulation  of  farm  capital.  The  question  is 
one  of  balance:  A  wise  investment  policy  calls  for  some  insurance,  but  when 
capital  is  needed  to  build  a  business,  the  amount  of  insurance  must  be  kept  down. 
Tenant  farmers,  particularly  those  in  the  medium-  and  high-income  groups  on 
good  land,  can  well  have  considerable  insurance  because  they  are  not  accumulating 
an  estate  in  the  form  of  land. 

Many  farm  families  can  wisely  invest  a  substantial  part  of  their  savings  by 
increasing  their  farm  capital  in  order  to  build  up  a  farm  business  of  adequate 
size.  One  problem  which  often  arises  is  that  of  purchasing  a  farm.  The  owner- 
jship  of  a  farm  increases  job  security  but  it  entails  risks  when  financed  largely 
with  borrowed  money.  It  may  also  limit  the  accumulation  of  the  working  capital 
of  the  operator  in  ways  wrhich  prevent  him  from  operating  the  farm  in  a  profitable 
manner. 

The  question  often  arises  whether  savings  should  be  used  to  increase  farm 
working  capital  or  to  improve  living  conditions.  The  wise  policy  is  to  maintain 
a  balance  and  to  keep  both  in  mind  when  decisions  are  made.    Postponing  im- 

1AgricttItural  Finance  Review,  Bureau  of  Agricultural  Economics,  United  States  Department  of 
[Agriculture,   Volume   3,   No.    2,   page   25. 
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provements  which  make  farm  life  more  comfortable  until  they  can  be  made  at 
low  cost  or  until  everything  else  is  paid  for  may  mean  that  the  improvements  are 
never  made. 

Credit  is  a  means  of  increasing  resources.  The  function  of  credit  is  to 
increase  the  resources  of  the  borrower  beyond  those  that  can  be  acquired  by  use 
of  an  individual's  own  accumulated  capital.  Wisely  used,  it  is  a  valuable  aid  to 
building  up  increased  earnings  or  providing  more  comfortable  living;  improperly 
used,  it  can  constitute  a  terrible  burden.  Credit  should  be  used  only  to  finance 
enterprises  that  are  understood  by  the  borrower ;  its  amount  should  be  kept  in 
proper  relation  to  the  probable  income  and  in  correct  ratio  to  accumulated  capital ; 
and  it  should  be  paid  back  according  to  a  definite  plan.  In  using  credit  for 
working  capital,  the  cyclical  changes  should  be  studied,  and  in  use  of  credit  for 
long-term  investments,  long-time  trends  should  be  taken  into  consideration. 

Use  of  the  increased  incomes  resulting  from  present  economic  develop- 
ments. Farm  incomes  may  be  expected  to  increase  during  the  years  when 
large  expenditures  are  made  for  defense  and  possibly  for  war.  What  use  should 
be  made  of  this  increase?  Any  suggested  priority  for  such  use  will  vary  according 
to  individual  circumstances,  but  the  following  way  is  suggested: 

(1)  For  needed  and  essential  improvements  to  make  a  farm  productive,  such 
as  limestone  or  phosphate  fertilizers. 

(2)  For  payments  on  debts,  in  cases  where  they  are  excessive. 

(3)  For  things  needed  for  better  living  or  for  operating  the  farm  more 
advantageously. 

(4)  For  further  payment  of  debts. 
Obviously,  these  things  may  overlap,  and  increases  may  actually  be  made  in  all 

of  these  more  or  less  simultaneously. 

Land  prices.  Higher  incomes  will  naturally  cause  the  price  of  land  to  rise. 
Reports  are  coming  in  that  quite  a  few  farms  are  now  being  bought  on  rather 
small  down  payments.  There  are  many  good  reasons  why  different  individuals 
should  buy  a  farm,  but  the  special  hazards  attached  to  such  purchases,  when  made 
with  small  down  payments,  particularly  in  periods  of  price  uncertainty,  should  be 
recognized.  If  a  temporary  increase  in  income  is  capitalized  into  land  values,  it 
will  be  a  serious  mistake.  Assuming  that  on  a  particular  farm,  earnings  will  total 
$1500  more  because  of  war-time  prices  in  the  next  three  years  and  then  decline  to 
the  prewar  level,  how  much  more  is  the  farm  worth?  Obviously,  it  is  something 
less  than  $1500,  for  this  is  the  total  increase  in  income  that  may  be  anticipated. 
If  this  annual  increase  of  $500  per  year  is  capitalized  at  5  percent,  it  would 
increase  the  value  of  the  farm  by  $10,000.  Obviously,  paying  $10,000  for  the' 
chance  to  collect  $1500  would  be  a  poor  investment  for  anyone,  but  this  illustra- 
tion shows  exactly  what  will  happen  if  temporary  incomes  are  capitalized  into 
land  prices  on  the  assumption  that  they  will  be  permanent. 

It  is  better  for  the  individual  to  reduce  his  debts  than  to  spread  out  his  capital 
in  a  thin  equity  in  land  with  the  economic  outlook  as  uncertain  as  it  is  at  present. 
"Things  unknown  are  highly  uncertain,"  is  an  old  adage  which  clearly  applies  to 
the  present.  L.  J.  Norton 

QUALITY  REQUIREMENTS  OF  MILK  IN  RELATION 
TO  CONSUMPTION 

Recent  studies  have  shown  that  diets  of  most  of  the  low-income  families  and 
many  of  the  medium-income  families  are  inadequate.1  These  studies  have  also 
shown  thai  these  diets  can  be  improved  most  economically  by  increasing  the 
consumption  of  milk. 

'Uniti-d   States    Department  of  Agriculture   Circular  507,  pp.   96-101. 
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What  effect  do  quality  requirements  of  milk  have  upon  the  consumption?1 
Are  any  of  the  ordinance  requirements  now  in  effect  in  cities  unnecessary  for  the 
acquisition  of  high-quality  milk?  If  so,  how  may  an  ordinance  be  put  into  effect 
which  combines  the  minimum  cost  of  enforcement  with  the  assurance  of  high- 
quality  milk  to  consumers  ? 

Public  health  regulations  of  milk  in  New  York  City  and  in  Chicago  were 
initiated  primarily  to  insure  a  safe  supply  of  milk.  These  measures  have  increased 
the  safety  of  the  supply  because  the  number  of  deaths  "due  to  milk-borne  diseases 
has  shown  a  drastic  reduction.  In  New  York  City,  infant  mortality  per  10,000 
children  under  5  years  of  age  due  to  diarrheal  diseases  decreased  from  an  average 
of  132  for  the  years  1905-1910  to  an  average  of  only  34  for  the  years  1920-1925 
and  an  average  of  only  10  for  the  past  5  years.  In  Chicago,  infant  mortality  dur- 
ing these  years  decreased  in  about  this  same  ratio.  From  1905  to  1925,  the  pro- 
portion of  the  milk  supply  that  was  pasteurized  increased,  and  this  factor  was  im- 
portant in  lowering  the  death  rate  from  these  diseases.  Other  factors  contributing 
to  this  decrease  were:  (1)  reduction  in  the  number  of  women  working  in  fac- 
tories; (2)  removal  of  the  worst  slum  districts;  (3)  spread  of  information  con- 
cerning diets  and  infant  nutrition ;  and  (4)  increased  knowledge  of  the  control 
I   and  prevention  of  infant  diseases. 

An  improvement  in  the  quality  of  milk  in  New  York  City  made  possible  an 
increase  in  the  consumption  of  milk.  Three  major  factors  influencing  the  marked 
rise  in  the  per  capita  consumption  in  New  York  City  from  1904  to  1930  were: 
(1)  improvement  in  the  quality  of  the  milk  supply;  (2)  favorable  publicity  fol- 
lowing the  removal  of  the  unsanitary  distillery  dairies;  and  (3)  a  favorable  price 
situation.  High-quality  milk,  combined  with  favorable  publicity,  tended  to  re- 
move the  fearful  and  hostile  attitude  which  had  existed  in  the  minds  of  consumers 
and  paved  the  way  for  a  higher  consumption  of  milk  as  a  result  of  low  prices. 

The  daily  per  capita  consumption  of  milk  in  New  York  City  declined  from 
.576  pint  in  1885  to  .520  pint  in  1904.  This  reduction  can  be  attributed  primarily 
to  the  unfavorable  publicity  given  the  unsanitary  distillery  dairies  in  the  city 
during  this  period.  The  daily  per  capita  consumption  of  milk  in  St.  Louis  declined 
from  .42  pint  in  1934  to  .38  pint  in  1938.  This  reduction  can  also  be  attributed 
primarily  to  the  unfavorable  publicity  in  the  summer  of  1934  concerning  the  city's 
milk  supply.  Later,  after  the  milk  supply  had  been  improved  and  favorable 
publicity  had  been  given  to  the  improvements,  the  consumption  in  both  New  York 
City  and  St.  Louis  increased. 

Several  studies  at  the  University  of  Illinois  show  that  a  decrease  in  the  price 
of  milk  causes  the  consumption  to  increase  but  that  an  increase  in  the  price  of 
milk  causes  the  consumption  to  decrease.2  These  studies  also  show  that,  in 
several  markets,  high  retail  wagon  prices  have  brought  about  an  increase  in  store 
sales  of  milk  and  a  subsequent  decrease  in  wagon  sales  of  milk. 

The  daily  per  capita  consumption  of  milk  in  New  York  City  in  1939  was  .75 
pint  but  that  in  Chicago  was  only  .59  pint.  The  primary  reason  for  this  difference 
can  be  attributed  to  low  store  prices  in  New  York  City  as  compared  with  those 
in  Chicago.  For  the  past  15  years,  milk  has  been  available  at  stores  in  New  York 
City  at  prices  which  are  2  to  5  cents  per  quart  below  the  home-delivered  prices ; 
whereas,  up  to  1931  in  Chicago,  home-delivered  prices  and  store  prices  were  the 
same. 

Although  the  quality  of  milk  in  these  two  cities  has  been  practically  identical, 
high  quality  can  form  only  a  foundation  for  an  increase  in  the  consumption ; 
however,  it  is  a  necessary  foundation. 

Public  health  regulations  which  are  not  necessary  for  assuring  consumers  of 


"As   used    in    this    discussion,    quality    refers    to    milk    that    is   clean,    safe,    and    free    from    adulteration, 
and  that  has  a  good  flavor  and  a   low  bacterial  count. 

-Illinois  Farm  Economics,   August,    1940,    pp.    384-387. 
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Table  1. 


■Home-Delivered  amp  Store  Prices  of  Mii.k  in  Chicago 
and  in  New  York  City,  1925-1940'1 


Chicago 

New  York 

Year 

Home- 
delivered 
price 

Store 
price 

Net 
difference 

Home- 
delivered 
price 

Store 
price 

Net 
difference 

1925 

1926 

1927 

L928   

14.0 
14.0 
14.0 
14.0 
14.0 
13.9 
13.0 
11.3 
9.8 
9.5 
10.6 
11.4 
12.5 
12.4 
11.7 
13.0 

14.0 
14.0 

14.0 
1  1.0 
14.0 
13.9 
12.6 
10.9 
9.8 
8.0 
9.9 
10.4 
11.5 
10.9 
9.5 
8.5 

(cents  per  quart) 

14.8 

15.0 

15.3 

15.6 

16.0 

15.8 

.4                       14.7 

.4                        11.9 

11.1 

1.5                       12.6 

.7                     13.0 

1.0                     13.1 

1.0                     12.6 

1.5                      13.1 

2.2                      13.6 

4.5                      14.8 

10.1 

10.0 

11.7 

10.6 

11.0 

10.7 

10.4 

8.9 

9. 1 

10.5 

11.0 

11.0 

9.7 

9.4 

11.1 

11.0 

4.7 
5.0 
3.6 
5.0 

1929 

5.0 

1930 

5.0 

1931    

4.3 

l')32    . 

3.0 

1933 

2.0 

1934   

2.1 

1935 

2.0 

1936 

2.1 

1937... 

2.9 

1938. . . 

3.7 

1939 

2.5 

1940b.  .  . 

3.8 

^Illinois  Farm  Economics,  July,  1940,  p.  375. 
bData  from  January  to  June. 


high-quality  milk  result  in  higher  costs  of  production  and  enforcement  which,  in 
turn,  may  result  in  higher  prices  and  lower  per  capita  consumption.  The  increased 
cost  of  producing  milk  due  to  requirements  for  quality  and  even  production 
is  illustrated  by  a  comparison  of  milk  prices  before  ordinance  requirements 
became  general  and  since  that  time. 

Thus,  the  price  received  in  the  Chicago  milkshed  from  1907-1919  by  both 
market-milk  producers  and  condensery  producers  averaged  $1.82  per  100  pounds. 
I  Hiring  this  period,  there  was  practically  no  difference  in  sanitary  requirements 
and  no  difference  in  the  average  price  paid  the  two  groups  of  producers.  From 
1934  to  1939,  Chicago  market-milk  producers  received  an  average  premium 
which  was  37  cents  more  per  100  pounds  than  was  that  received  by  condensery 
producers  in  this  area.  In  1939,  the  premium  for  the  market-milk  producers 
averaged  31  cents  per  100  pounds.  For  the  most  part,  these  premiums  represent 
extra  cost  for  producing  milk  to  meet  sanitary  requirements  and  costs  for 
producing  milk  uniformly  to  meet  the  day-to-day  needs  of  consumers. 

A  similar  situation  has  existed  in  St.  Louis,  except  that  the  enforcement  of 
sanitary  requirements  in  this  market  was  not  begun  until  over  a  decade  after 
enforcement  was  started  in  Chicago.  From  1909  to  1933,  the  price  paid  to  the 
St.  Louis  market-milk  producers  (country  plant  zone)  averaged  $1.86  per  100 
pounds  as  compared  with  $1.89  per  100  pounds  received  by  condensery  producers. 
In  contrast,  from  1934  to  1939,  these  same  market-milk  producers  received  a 
premium  which  was  29  cents  more  per  100  pounds  than  was  that  received  by 
condensery  producers.  In  1939,  the  premium  for  the  market-milk  producers 
averaged  38  cents  per  100  pounds.  Extra  costs  for  producing  milk  to  meet  sani- 
tary requirements  in  St.  Louis  undoubtedly  were  an  important  factor  necessitating 
premiums  for  market  milk  during  this  latter  period. 

Costs  for  enforcing  milk  ordinances  vary  widely.  The  enforcement  costs  ini 
New  York  City,  where  major  attention  is  given  to  platform  inspection,  is  slightly 
unilcr  1,2  cent  per  100  pounds  of  milk;  whereas,  the  enforcement  costs  in  St. 
Louis,  where  frequent  farm  inspections  are  required,  is  4  cents  per  100  pounds  of 
milk.  In  1936  the  enforcement  cost  in  Rockford,  where  special  emphasis  is  given 
to  platform  inspection,  was  3.8  cents  per  capita  as  compared  with  7.8  cents  per 
capita,  the  average  <<>st  of  74  cities  which  enforce  the  Standard  Milk  Ordinance 
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and  emphasize  frequent  farm  inspections.  If  ordinances  now  in  effect  include  some 
requirements  which  are  not  necessary  for  the  production  of  high-quality  milk, 
such  requirements  should  be  eliminated,  if  costs  are  to  be  lowered  and  the  con- 
sumption of  milk  is  to  be  increased.  Based  upon  his  studies,  Dr.  J.  D.  Brew  has 
listed  37  requirements  which  are  commonly  included  in  milk  ordinances  and 
which,  he  feels,  are  unnecessary  for  obtaining  high-quality  milk.1  Other  studies 
have  confirmed  the  conclusions  reached  by  Dr.  Brew.2 

In  view  of  the  conclusions  reached  by  these  studies,  requirements  which 
combine  the  minimum  cost  of  production  and  enforcement  with  the  assurance  of 
high-quality  milk  to  consumers  are  few  and  simple.  Briefly,  these  requirements 
are:  (1)  cows  to  be  free  from  disease;  (2)  dairy  barns  to  be  well-lighted  and 
properly  ventilated;  (3)  milk  to  be  handled  in  a  separate  room  or  a  milkhouse; 
(4)  minimum  methylene-blue  reduction  time  for  raw  milk  to  be  5i/£  hours ; 
i  5  )  sediment  test  to  conform  to  Connecticut  Standards;  (6)  employees  handling 
milk  to  be  free  from  disease. 

A  careful  analysis  of  these  essentials  indicates  that  most  of  them  can  be 
adequately  enforced  through  frequent  platform  inspections  of  milk,  the  method 
use<l  for  enforcing  quality  requirements  in  New  York  City  and  in  Rockford. 

K.  D.  Naden 


TENANTS'  PROBLEMS  POINT  TO  NEED  FOR 
LEASE  IMPROVEMENT 

Illinois  tenants  are  confronted  by  many  problems  which  could  be  alleviated, 
at  least  in  part,  by  the  adoption  of  better  leases.  In  a  recent  survey  made  by  the 
University  of  Illinois  in  cooperation  with  the  United  States  Department  of 
Agriculture,  tenants  were  asked  to  express  their  personal  views  and  to  present 
their  tenancy  problems  with  suggestions  for  improvement.  No  request  was  made 
for  opinions  on  any  special  topic.  Thus,  the  comments  received  give  an  excellent 
cross-section  of  tenants'  opinions  and  show  the  problems  which  are  foremost  in 
their  minds.  Nearly  600  tenants  made  over  1,000  specific  comments  dealing  with 
tenancy  problems.  Although  nearly  forty  different  types  of  comments  were  made, 
most  of  them  could  be  classified  as  dealing  with  five  major  tenancy  problems  for 
which  some  measure  of  improvement  can  be  secured  by  the  use  of  improved 
lease  forms. 

Need  for  better  buildings  and  fences.  More  tenants  discussed  this  topic 
than  any  other  one.  Many  of  them  expressed  the  opinion  that  landlords,  in  gen- 
eral, were  neglecting  buildings  and  fences  to  the  detriment  of  their  own  and  their 
tenants'  best  interests.  The  first  means  of  improving  this  situation  would  be  for 
the  landlord  to  make  the  necessary  improvements.  This  plan  may  often  be 
advantageous  to  the  landlord  in  the  long  run  because  he  would  be  able  to  secure 
better  tenants,  and  more  livestock  could  be  kept  on  the  farm,  thus  better  maintain- 
ing soil  fertility.  If  the  landlord  is  not  financially  able  or  is  not  willing  to  make 
the  necessary  improvements  himself,  a  clause  in  the  lease  assuring  the  tenant 
compensation  for  the  unused  value  of  improvements  that  he  had  made  on  the 
farm  would  help  remedy  the  situation.  The  tenant  would  feel  that  he  could  make 
those  improvements  which  would  be  of  greatest  value  to  him,  and  on  leaving  he 
would  be  given  credit  for  their  value  to  the  new  incoming  tenant. 

]Brew,  T.  D.,  The  Health  Official's  Responsibility  in  Aiding  Dairymen  to  Control  Production  Costs, 
The  Seventh  Annual  Re  fort  of  the  Nczv  York  State  Association  of  Dairy  and  Milk  Inspectors,  1933.  p. 
193.     See   also   New   York   Agricultural   Experiment   Station   Bulletin   398,    1915,   written  by  the   same   author. 

2Xorth,  C.  E.,  A  Survey  of  Dairy  Score  Cards,  American  Journal  of  Public  Health,  7:25,  1917; 
Tiedeman,  \V.  D.,  The  Role  of  Platform  Tests  and  Farm  Inspections  in  Milk  Control,  paper  read  at 
twenty-sixth  annual  meeting  of  the  International  Association  of  Milk  Sanitarians,  October,  1937; 
Gunderson,  N.  O.,  How  Can  the  Local  Health  Officer  Assist  in  Safeguarding  a  Milk  Supply,  paper  read  at 
University  of  Illinois  Dairy  Manufacturer's  Short  Course,  April  19,  1932;  Shaw,  Wilfred,  Necessary  and 
Practical  Requirement*  in  Sanitary  Milk  Production,  paper  delivered  before  the  American  Public  Health 
Association.    Western    Branch,    June,    1940. 
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Need  for  greater  security.  The  farmers  making  comments  in  this  survey 
fell  that  the  problem  next  in  importance  was  the  need  for  leases  which  would 
provide  greater  security  than  is  provided  by  the  one-year  lease  under  which  most 
tenants  in  Illinois  now  operate.  Such  means  of  improvement  as  long-term  leases 
and  a  longer  notice  period  for  the  termination  of  the  lease  were  frequently  dis- 
cussed. Even  though  tenants  in  Illinois  do  not  move  as  frequently  as  they  do  in 
many  other  states,  the  problem  of  security  has  become  of  increased  importance 
as  a  result  of  a  number  of  factors  associated  with  a  dynamic,  commercialized 
agriculture.  Frequent  transfers  of  farms  as  a  result  of  mortgage  foreclosures  and 
speculative  buying,  uncertainties  arising  out  of  the  tendency  for  property  to  be 
held  for  long  periods  as  estates,  and  the  more  recent  trend  toward  consolidation 
of  farms  due  to  increased  mechanization  have  played  no  small  part  in  making 
security  a  much-discussed  topic. 

Although  insecurity  can  never  be  completely  eliminated  so  long  as  we  have 
tenancy,  a  number  of  means  are  available  which  will  aid  in  bringing  about  a 
greater  degree  of  security.  When  both  landlords  and  tenants  come  to  realize  that 
farm  property  can  be  safely  leased  for  periods  of  three  or  five  years  after  the  two 
parties  find  by  a  trial  period  that  they  can  work  together  satisfactorily,  an  im- 
portant step  will  be  made  toward  greater  stability  and  security  for  those  tenants. 
Landlords  would  also  gain  from  greater  stability  by  larger  long-time  earnings 
from  their  property,  and  their  original  investment  would  tend  to  be  more  secure. 
Thus,  both  landlords  and  tenants  have  a  common  interest  in  a  more  stable  tenancy 
system.  Landlords  and  tenants  who  do  not  wish  to  make  commitments  for  a 
period  as  long  as  this  can  use  the  automatic  continuation  clause  to  advantage. 
This  feature  assures  the  tenant  that  the  lease  will  continue  in  effect  unless  he 
receives  or  gives  notice  to  the  contrary  a  given  period  in  advance  of  the  usual 
renting  date.   In  Illinois  it  is  desirable  to  give  notice  at  least  6  months  in  advance. 

Need  for  better  landlord  cooperation  in  soil  maintenance.  Third  in  im- 
portance, according  to  127  of  the  600  farmers  returning  comments,  was  the  need 
for  better  landlord  cooperation  in  soil  maintenance  and  improvement.  Approxi- 
mately half  the  tenants  who  discussed  this  problem  felt  that  the  landlord  should 
furnish  limestone  and  rock  phosphate  more  frequently.  The  others  suggested  a 
number  of  ways  in  which  the  landlord  could  cooperate  with  the  tenant  in  various 
soil-conserving  practices.  Several  tenants  suggested  that  landlords  were  often 
requiring  that  too  high  a  proportion  of  their  land  be  planted  in  cash  crops  and 
were  not  providing  sufficient  grass  seed  for  good  farming  practice.  Others 
pointed  out  that  better  buildings  would  promote  more  livestock,  with  the  resulting 
improvement  in  soil  fertility.  A  considerable  number  of  tenants  in  the  livestock 
area  of  the  state  suggested  that  the  use  of  a  livestock-share  lease  would  provide 
an  excellent  opportunity  for  maintaining  the  productivity  of  the  farm.  A  pro- 
vision to  compensate  the  tenant  for  the  unused  portion  of  the  limestone  and  rock 
phosphate  which  he  purchased  and  applied  on  the  farm  would  permit  the  tenant 
to  make  soil  improvements  to  the  mutual  advantage  of  both  parties. 

Need  for  larger  contributions  by  landlords  to  operating  expenses.  The 
fourth  group  of  comments  dealt  with  the  equitability  of  the  present  lease,  with 
special  reference  to  the  contributions  made  by  the  landlords  to  operating  expenses. 
Many  tenants  felt  that  the  landlord  should  furnish  half  the  seed  and  should  pal 
half  the  threshing  and  combining  bill.  A  high  proportion  of  these  comments  came 
from  farmers  in  the  cash-grain  area  of  the  state,  where  the  introduction  of 
hybrid-seed  corn  and  new  methods  of  harvesting  have  tended  to  change  the 
relative  financial  contribution  of  the  parties  to  the  extent  that  leasing  arrange- 
ments typical  of  past  decades  are  less  applicable  at  present.  On  the  better  farms 
with  higher  yields  tenants  can  logically  bear  more  of  the  operating  expenses  than 
can    tenants   on    the    poorer    farms,    if    both    rent    for   one-half    share.     However! 
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practices  with  respect  to  sharing  operating  expenses  such  as  seed  and  harvesting 
and  hauling  grain  to  market  are  extremely  varied  at  present,  and,  as  conditions 
vary  from  farm  to  farm,  no  general  rule  can  be  laid  down.  A  total  of  176  com- 
ments dealing  with  these  problems  is  ample  proof  of  the  importance  which  tenants 
attach  to  the  proper  division  of  operating  expenses. 

Need  for  control  of  expanding  operating  units.  The  comments  ranking 
fifth  in  importance  appear  to  have  sprung  largely  from  the  recent  trend  toward 
the  consolidation  of  farms  and  large-scale  tractor  farming.  Sixty-four  tenants 
expressed  the  opinion  that  large-scale  renting  by  tenants  was  undesirable  because 
it  deprived  many  other  tenants  of  farms,  forcing  them  out  of  farming  and  fre- 
quently on  public  relief.  Many  went  so  far  as  to  suggest  that  definite  restrictions 
should  be  made  as  to  the  amount  of  land  that  one  farmer  could  operate,  the 
acreage,  for  example,  to  be  determined  by  the  amount  of  family  labor  available. 
A  number  of  tenants  made  a  specific  point  of  condemning  the  operation  of  large 
tracts  of  land  with  hired  labor.  Although  this  practice  has  grown  in  importance 
in  recent  years,  it  is  not  as  extensive  in  Illinois  as  in  some  other  states. 

Concurrent  with  these  views  were  those  suggesting  restrictions  on  the  amount 
of  land  that  one  individual  might  own.  A  total  of  40  comments  were  made  to  this 
effect,  with  most  coming  from  east-central  Illinois.  Other  studies  show  that  at 
least  175  individuals  in  this  area  own,  on  the  average,  1,700  acres  each  of  rented 
land.  Thus,  although  many  large  holdings  do  exist,  it  is  not  possible  to  say  just 
what  their  effect  upon  tenancy  has  been.  Many  owners  of  large  farms  have  been 
progressive  in  lease  improvement,  soil  building,  and  maintenance,  but  others  have 
made  less  outstanding  landlords.  Just  what  can  or  should  be  done  about  the 
existence  of  large  holdings  is  not  clear. 

The  remaining  comments  covered  a  wide  range  of  tenancy  problems,  many  of 
which  expressed  personal  problems  rather  than  those  characteristic  of  the  state 
as  a  whole.  A  number  of  tenants  felt  that  factors  beyond  the  individual's  control 
were  responsible  for  unsatisfactory  conditions,  often  considering  better  prices  for 
agricultural  products  as  the  best  solution.  Many  miscellaneous  comments  were 
directed  toward  the  landlord.  Some  tenants  wanted  the  landlord  to  take  more 
interest  in  the  farm ;  others  claimed  that  the  landlord  was  encouraging  soil 
depletion  by  too  great  an  emphasis  upon  current  returns ;  and  some  had  only 
praise  for  their  landlords.  A  number  of  farmers  discussed  their  prospects  and 
hope  of  attaining  ownership ;  a  number  had  just  recently  become  owners ;  and 
others  could  see  no  hope  of  ownership  in  the  future.  The  difficulties  of  accumu- 
lating enough  capital  as  a  tenant  to  make  a  satisfactory  down  payment  were 
frequently  pointed  out. 

The  fact  that  not  all  parts  of  the  state  have  the  same  problems  is  brought  out 
when  the  nature  and  frequency  of  these  comments  are  analyzed  by  areas.  The 
greatest  concern  of  tenant  farmers  in  the  Chicago  dairy  area,  where  cash  leasing 
prevails,  was  for  better  prices  and  longer-term  leases.  In  the  livestock  area  west 
of  the  Illinois  river,  a  desire  for  more  contributions  by  the  landlord  to  operating 
expenses  was  mentioned  most  frequently;  however,  longer  leases  and  better 
buildings  and  improvements  were  also  considered  important.  In  the  cash-grain 
area,  a  desire  for  longer  leases  was  the  most  frequent  comment ;  landlord  con- 
tributions to  operating  expenses  also  received  attention ;  and  comments  unfavor- 
able to  large-scale  farming  and  consolidation  of  farms  were  prevalent.  In  the 
general  farming  area  in  west-central  Illinois,  the  greatest  concern  of  tenants 
appeared  to  be  in  connection  with  buildings  and  fences,  attributable  in  part  to 
the  necessity  for  livestock  in  this  area. 

The  entire  southern  third  of  the  state  was  considered  one  area  in  this  analysis 
and  differed  from  other  areas  in  the  nature  and  frequency  of  comments.  Tenants 
expressed  the  need  for  better  buildings  and  fences  and  for  soil  improvement  more 
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1      Nature  and  Rank  of  Most  Frequent  Comments  Made  Voluntarily  by 
Tenants  Returning  Mail  Questionnaires,  Illinois  Types-of-Tenancy 
Study,  593  Tenants  Retorting 


Number  of 

1 1  iii.  -  .  omment 

was  made 


Rank 


Nature  of  comment 


Lease  should  be  for  a  period  longer  than  1  year. 

Landlord  should  keep  buildings  in  better  repair. 

Landlord  should  furnish  part  of  seed. 

Landlord  should  furnish  limestone  and/or  rock  phosphate. 

Landlord   should    provide   better  fences   or  should   be  willing   to   supply   tenant   with 

necessary  material  for  their  construction. 
It  is  not  to  the  best  interests  of  the  community  for  individual  tenants  to  rent  excessively 

large  tracts  of  land. 
Landlord  should  cooperate  better  with  tenant  in  building  up  the  soil. 
Tenant  should  be  given  a  longer  notice  period  for  the  termination  of  his  lease. 
Landlord  should  pay  part  of  the  combining  bill. 
Landlord  should  pay  part  of  the  threshing  bill. 
Consolidation  of  farms  due  to  mechanization  has  seriously  reduced  the  supply  of  farms 

and  has  increased  the  difficulties  of  obtaining  farms. 
Hopes  for  ownership  are  slight  because  of  low  prices  and  the  difficulties  of  accumulating 

enough  capital  for  down  payments. 
Landlord  has  been  cooperative  in  every  way,  and  all  their  relationships  have  been  of 

the  best. 
Some  restriction  should  be  made  in  the  amount  of  land  that  one  person  is  permitted 

to  own. 
Landlord  does  not  cooperate  with  tenant. 
Cash  rent  is  too  high. 

Some  adjustment  should  be  made  in  the  cash  rent  for  AAA  acreage  reserved  for  soil- 
conserving  crops.     Full  price  should  not  be  paid. 
Hay  and  /or  pasture  rent  is  too  high. 

The  key  to  the  whole  agricultural  problem  is  better  prices. 
Livestock -share  lease  works  fine  and  is  fair  to  both  parties. 

Landlord  is  encouraging  exploitative  farming  by  too  great  a  concern  for  current  income. 
Tenant  is  in  a  weak  position  because  a  few  large  landowners  are  buying  more  and 

more  of  the  land. 
Tenant   should   be   compensated   for   the   unused    portion   of  improvements  which   he 

furnishes  and  which  remain  on  the  farm  when  he  leaves. 
Tenant  considers  that  the  farm  is  in  a  better  condition  than  when  he  came  there  due 

to  his  building  up  the  soil  and/or  buildings. 
Tenant  would  prefer  a  crop-share  lease  to  the  one  used  at  present. 
Tenant  operates  farm  as  if  it  were  his  own  with  little  supervision  or  direction  by  his 

landlord. 
Share  of  crop  paid  as  rent  is  too  high  considering  yields. 
Businessmen,  lawyers,  widows,  etc.  make  poor  landlords. 

It  is  a  bad  thing  for  the  community  for  large  tracts  of  land  to  be  operated  by  hired  labor. 
AAA  program  is  not  fair  to  the  tenant. 

Tenant  would  prefer  livestock-share  lease  to  his  present  one. 
Livestock -share  lease  is  not  fair  to  tenant. 

Pasture  rents  should  be  based  upon  the  amount  of  livestock  pastured. 
TOTAL  (Excluding  29  miscellaneous  comments  covering  7  topics  not  listed  above) 


90 

1 

89 

2 

65 

3 

64 

4a 

64 

4b 

64 

4c 

63 

5 

59 

6 

57 

7 

54 

8 

38 

9 

28 

10 

27 

11 

24 

12 

23 

13 

21 

14 

20 

15a 

20 

15b 

20 

15c 

17 

16 

16 

17a 

16 

17b 

13 

20a 

13 

20b 

10 

21a 

10 

21b 

10 

21c 

7 

22 

6 

23a 

6 

23b 

6 

23c 

Table  2. — The  Ten  Leading  Comments  in  the  Major  Type-of-Farmim. 
Areas,  and  Their  Rank  in  the  State  as  a  Whole 

Rank  of  comment  in  state  as  a  whole" 


Rank  in  area 

Cash  lease 
area 

Mixed  lease 
area 

Cash  grain  crop- 
share  area 

Mixed 
farming 

Southern 
Illinois 

1 

15c 

1 

5 
13 

2 

3 

4 

7 

1 

2 

4c 

4a 

3 

4b 
14 

6 
16 

1 

7 

3 

4c 

6 

2 

41) 

9 

5 

4a 

4b 

2 

5 

6 

3 

4a 

* 

2 

2 

3 

5 
4a 

4 

4b 

5 

6 

7 

10 

1 

13 

8 

'>           

• 

1(1 

• 

'Refer  to  Table  1  for  nature  of  comment. 

*l  ess  than   10  tenants  making  the  same  comment. 


frequently  in  this  area  than  in  any  other  area  of  the  slate.  (  Hher  data  show  that 
these  problems  are  especially  serious  in  this  area  and  improvement  is  hampered 
by  the  generally  weak  financial  condition  of  landlords  as  well  as  tenants.  Another 
contrast    with    the   northern    two-thirds   of   the   state   was   the   small   amount  of 
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interest  expressed  in  longer  leases.    This  condition  appears  to  be  consistent  with 
the  higher  mobility  of  tenants  in  this  part  of  the  state. 

This  analysis  of  the  type  and  frequency  of  problems  expressed  by  tenants 
themselves  is  especially  significant  because  all  the  comments  were  made  volun- 
tarily. Thus  a  more  representative  picture  is  given  than  if  a  direct  request  for 
opinions  on  certain  points  had  been  made.  The  general  agreement  of  tenants  as 
to  what  their  specific  problems  are  is  an  important  step  toward  improvement  and 
should  serve  as  a  useful  guide  to  tenancy  improvement  work  in  the  future. 

W.  H.  Scofield 


PRICE  PROSPECTS  FOR  SOYBEANS  AND  SOYBEAN  PRODUCTS  AS 
INDICATED   BY  PAST  RELATIONSHIPS 

An  unusually  large  number  of  factors  must  be  taken  into  consideration  in 
forecasting  the  price  of  soybeans.  The  price  of  soybeans,  now  that  the  crop  has 
been  harvested,  depends  upon  the  prices  that  can  be  obtained  for  the  meal  and 
the  oil  and  upon  the  processors'  margin.  Soybean  meal  is  used  largely  as  a  protein 
supplement  in  feeding  livestock.  As  such,  it  has  numerous  competitors,  the  most 
important  of  which  is  cottonseed  meal.  However,  numerous  other  oilseed  cakes 
and  meals,  tankage,  wheat-milling  byproducts,  and  even  corn,  hay,  and  pasture 
are,  to  a  greater  or  lesser  extent,  competitive  with  soybean  meal.  At  the  present 
time,  soybean  oil  is  used  largely  in  the  manufacture  of  lard  substitutes  and  other 
edible  products.  Here,  soybean  oil  competes  directly  with  cottonseed  oil,  peanut 
oil,  corn  oil,  and  lard,  and,  to  a  lesser  extent,  with  coconut  oil,  marine  animal 
fats  and  oils,  and  butter. 

The  price  of  any  product  is  related  directly  to  the  quantity  of  the  commodity 
and  its  competitors  in  relation  to  the  demand.  Therefore,  when  we  consider  the 
supply  side  in  trying  to  analyze  the  price  of  soybean  meal,  we  have  to  consider 
the  supply  of  all  the  substitutes  as  well.  In  the  case  of  soybean  meal,  we  must 
consider  particularly  the  supply  of  cottonseed  meal ;  and,  in  the  case  of  soybean 
oil,  we  must  consider  especially  the  supply  of  cottonseed  oil.  On  the  demand  side 
of  the  picture,  we  are  primarily  interested  in  the  farmers'  willingness  to  buy 
soybean  meal  and  similar  protein  supplements  for  feeding  livestock.  In  this  con- 
nection, we  are  interested  in  the  numbers  of  livestock  to  be  fed;  in  connection 
with  soybean  meal,  we  place  considerable  emphasis  on  the  number  of  cattle  to  be 
fed  and  the  intensity  with  which  this  feeding  will  be  done.  The  intensity  will 
depend  upon  the  prices  of  livestock  and  livestock  products  relative  to  the  prices 
of  supplements  and  other  feedstuffs.  The  prices  of  livestock  and  livestock 
products,  in  turn,  depend  upon  the  consumers'  willingness  and  ability  to  pay  for 
them.  Changes  in  the  consumers'  willingness  and  ability  to  pay  can  be  measured 
rather  satisfactorily  by  changes  in  industrial  payrolls. 

The  price  that  consumers  are  willing  to  pay  for  any  given  quantity  of  lard 
substitutes  depends  quite  largely  upon  their  incomes.  In  times  of  prosperity  and 
increasing  payrolls,  the  prices  of  edible  fats  and  oils  increase  after  adjustments 
are  made  for  changes  in  supply.  Likewise,  in  times  of  depression  and  decreas- 
ing payrolls,  the  reverse  takes  place — that  is,  prices  decrease. 

Therefore,  in  an  analysis  of  the  factors  affecting  the  prices  of  both  soybean 
meal  and  soybean  oil,  we  have  to  consider  both  the  supply  of  these  products  and 
competitive  products  and  the  demand  for  them  as  represented  by  the  numbers  of 
livestock  and  the  incomes  of  consumers. 

Soybean  meal.  Because  the  production  of  soybeans  has  increased  to  the 
point  where  soybean  meal  and  soybean  oil  make  any  significant  fraction  of  total 
meals  and  oils,  only  in  the  last  four  or  five  years,  the  procedure  to  be  followed 
should  appropriately  be  a  consideration  of  the   factors  affecting  the  prices  of 
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cottonseed  meal  and  cottonseed  oil,  which  are  dominant  as  far  as  supplies  are 
concerned.  Then,  the  relationship  between  soybean  meal  and  cottonseed  meal  and 
soybean  oil  and  cottonseed  oil  should  be  determined.  This  procedure  was  followed. 

The  factors  used  in  this  analysis  in  relation  to  cottonseed-meal  prices  at 
Memphis  were:  (1)  income  of  industrial  workers;  (2)  supplies  of  all  oilseed 
cakes  and  meals  per  cattle  animal  unit;  and  (3)  relationship  between  feed-grain 
supplies  per  grain-consuming  animal  unit  and  oilmeal  supplies  per  cattle  animal 
unit.  (  >n  the  basis  of  past  relationships,  and  the  December,  1940,  estimates  of 
supplies  of  meals,  grains,  and  animal  numbers,  and  a  further  estimate  that  the 
index  of  income  of  industrial  workers  will  average  110  percent  of  the  1924-29 
average  in  1940-41  (October  to  September),  the  estimated  average  price  of  cot- 
tonseed meal  at  Memphis  for  1940-41  is  about  $29.25  a  ton.  On  the  basis  of  past 
relationships  between  soybean-meal  prices  and  cottonseed-meal  prices  and  the 
factors  believed  to  influence  these  relationships,  the  estimated  average  price  of 
soybean  meal  is  approximately  $29.80  at  Chicago  or  $26.60  at  Decatur  (under  the 
assumption  that  the  index  of  industrial  income  will  average  110  percent).  The 
Chicago  wholesale  price  December  31,  1940,  was  $29.20.  At  that  time  the  income 
of  industrial  workers  was  closer  to  105  percent  than  to  110. 

Soybean  oil.  Estimates  of  probable  soybean-oil  prices  are  based  upon  past 
relationships  to  cottonseed-oil  prices  and  upon  factors  believed  to  influence  this 
relationship.  Factors  used  to  estimate  the  1940-41  average  price  of  cottonseed 
oil  at  southeastern  mills  were:  (1)  income  of  industrial  workers;  (2)  United 
States  production  of  cottonseed  oil,  soybean  oil,  corn  oil,  peanut  oil,  and  lard;  and 
(3)  allowance  for  an  unexplained  downward  trend  in  prices  in  recent  years. 
Under  the  assumption  that  the  index  of  industrial  income  will  average  110  per- 
cent of  the  1924-29  average  and  that  past  relationships  will  continue,  an  average 
price  of  6.2  cents  a  pound  is  estimated  for  cottonseed  oil  at  southeastern  mills, 
and  an  average  price  of  6.0  cents  a  pound  for  soybean  oil  at  Decatur.  The  price 
of  soybean  oil  at  Decatur  was  4%  cents  December  31,  1940,  but  the  price  of  most 
edible  fats  and  oils  rose  rapidly  in  early  January,  1941.  On  January  10,  1941, 
however,  the  price  of  soybean  oil  was  still  considerably  belowr  the  estimated 
seasonally-adjusted  price,  but  the  price  of  soybean  meal  was  above  the  estimated 
seasonally-adjusted  price.  The  unfavorable  international  situation  represented  by 
restricted  outlets  for  fats  and  oils  caused  by  the  blockade  and  other  war  measures 
is  likely  to  keep  the  price  of  soybean  oil  below  the  estimated  price  that  was  based 
upon  recent  relationships  which  inadequately  discount  the  present  unusual 
difficulties  in  international  trade. 

Soybeans.  The  price  of  soybeans  will  equal  the  price  of  its  products — oil 
and  meal — less  the  processors'  margin.  If  we  reduce  our  estimate  of  soybean- 
oil  prices  to  5.25  cents  at  Decatur,  permit  the  estimated  price  of  meal  to  stand  at 
$26.60  at  Decatur,  and  allow  the  processors  a  margin  of  15  cents  a  bushel,  the 
estimated  average  price  of  a  bushel  of  No.  2  yellow  soybeans  at  Decatur  in  1940- 
41  would  be  approximately  98  cents.  This  estimate  is  based  upon  a  yield  of  91/j. 
pounds  of  oil  and  481/2  pounds  of  meal  per  bushel  of  soybeans.  Under  these 
circumstances  the  Illinois  farm  price  for  farm-run  soybeans  would  average 
approximately  90  cents  a  bushel.  With  any  adjustment  of  5  percent  in  the  index 
of  income  of  industrial  workers  upward  or  downward  from  the  estimated  average 
of  110  percent  of  the  1924-29  average,  an  adjustment  of  6  or  7  cents  a  bushel 
in  the  same  direction  would  be  required  from  the  estimated  Illinois  farm  price  of 
90  cents.  This  would  reflect  adjustments  of  $2.00  a  ton  in  the  price  of  meal  and 
1/5  cent  a  pound  in  the  price  of  oil. 

Seasonal  variations.  In  years  gone  by,  the  price  of  soybeans  has  shown  a 
very  marked  seasonal  variation.  The  price  of  beans  is  usually  lowest  in  October, 
increasing  rather  rapidly  until   Kebruary,  slightly  in  March  and  April,  and  faster 

[466] 


in  May  and  June.  After  this  time,  the  price  decreases  rather  rapidly  until  the  low 
point  is  reached  again  in  October.  More  reliance  can  be  placed,  however,  upon 
the  estimates  of  annual  average  prices  of  soybeans  than  upon  any  estimate  of 
monthly  prices.  If  we  have  a  very  high  price  in  the  fall  and  early  winter,  as 
compared  with  the  estimated  annual  average  price,  the  usual  seasonal  rise  through 
May  and  June  would  not  be  expected,  certainly  not  to  the  extent  that  it  has 
averaged  in  recent  years.  The  relatively  high  prices  in  May  and  June  do  not 
reflect  similar  rises  in  the  prices  of  meal  and  oil.  Probably,  the  demand  for  seed 
beans  to  care  for  a  rapidly  expanding  acreage  coupled  with  small  stocks  on  farms 
accounts  for  the  May  and  June  strength  in  soybean  prices. 

If  the  recent  seasonal  movements  of  Illinois  farm  prices  of  soybeans  should 
recur  this  year  and  if  the  average  should  be  90  cents  a  bushel,  the  monthly  prices 
would  be  as  follows: 

cents  cents 

October,  1940 73  April 99 

November 75  May 103 

December 82  June 105 

January,  1941 91  July 97 

February 96  August 85 

March 98  September 76 

The  October  Illinois  farm  price  was  65  cents,  or  8  cents  under  the  above 
estimate.  The  November  price  was  85  cents,  or  10  cents  above  the  estimate. 
The  December  price  was  81  cents,  or  1  cent  below  the  estimate  based  upon  the 
usual  seasonal  movements  and  upon  an  annual  average  price  of  90  cents  a  bushel. 

The  fact  that  farmers  marketed  a  relatively  small  fraction  of  their  beans  im- 
mediately after  the  harvest  tended  to  strengthen  the  fall  price  and  doubtlessly 
accounted  for  a  much  larger-than-usual  seasonal  rise  in  price  between  October  15 
and  November  15.  A  continuation  of  this  holding  policy  may  result  in  more 
orderly  marketing  and  a  reduction  in  the  amount  of  price  variation  from  month 
to  month.  On  the  other  hand,  a  cyclical  increase  in  demand  is  underway  at  the 
moment,  which,  if  it  continues,  will  have  a  tendency  to  strengthen  the  prices  of 
soybeans  and  soybean  products.  This  increase  would  tend  to  make  possible  more 
than  the  usual  seasonal  rise  in  prices  during  the  next  few  months,  or,  at  least, 
would  tend  to  offset  the  depressing  influence  of  a  larger-than-usual  fraction  of 
the  crop  coming  on  the  market  later  in  the  season.  If  the  methods  of  financing 
the  armament  program  point  definitely  to  serious  inflation  later  on  in  the  year, 
the  price  of  soybeans  may  be  bid  up  in  anticipation  of  a  later  increase  in  the  con- 
sumer purchasing  power.  G.  L.  Jordan 


Footnotes    for    the    following    page: 

1_12The  first  source  is  for  annual  data;  the  second  is  for  current  data  from  which  tables  may  be 
brought  to  date. 

2Survey  of  Current  Business,  1936  supplement,  U.S.  Dept.  of  Commerce;  subsequent  monthly  issues. 
'Same  as  footnote  1.  Illinois  Crop  and  Livestock  Statistics,  Circular  438  (1937);  monthly  mimeographs  of 
Statistical  Tables  for  Illinois  Crop  Report,  converted  from  1910-14  =  100  to  1924-29  =  100  by  multiplying 
by  .7151.  Agricultural  Situation,  Bureau  of  Agricultural  Economics,  U.S.D.A.;  Agricultural  Situation, 
converted  from  1910-14  =  100  to  1924-29  =  100  by  multiplying  by  .6486.  Calculated  from  data  furnished 
by  Bureau  of  Agricultural  Economics;  Survey  of  Current  Business,  seasonally  adjusted.  Calculated  by 
Department  of  Agricultural  Economics,  University  of  Illinois,  seasonally  adjusted.  Data  from  Farm  Income, 
Bureau  of  Agricultural  Economics;  B.A.E.  monthly  mimeograph.  Receipts  from  sale  of  Principal  Farm 
Products  (government  payments  not  included).  'Obtained  by  dividing  Index  of  Illinois  Farm  Income 
(column  6)  by  Index  of  Prices  Paid  by  Farmers  (column  4).  8Monthly  Indexes  of  Non-Agricultural  and 
National  Income,  Supplement,  August,  1937,  B.A.E.;  Price  and  Demand  Situation,  or  Agricultural  Situa- 
tion. 9Survey  of  Current  Business,  1938  Revision;  subsequent  monthly  issues,  unadjusted  for  seasonal 
variation.  '"Federal  Reserve  Bulletin  of  Federal  Reserve  Board,  September,  1933  and  subsequent  issues; 
Survey  of  Current  Business,  seasonally  adjusted.  "Preliminary  estimate.  "Illinois  Crop  and  Livestock 
Statistics.   Cir.   438;     Monthly  price  releases,   State  Agricultural   Statistician. 
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Table  A. 

— Indexes  of  United  States  Agricultural  and  Business  Conditions 

Commodity  prices 

Income  from  farm  marketings 

Non- 
agricul- 
tural 
income8 

Factory 
payrolls9 

Year  and 
month 

Wholesale  prices 

Illinois 
farm 
prices3 

Prices 
paid  by 
farmers4 

U.S. 

In 

money5 

Illinois 

Indus- 
trial 
produc- 
tion1" 

All  com- 
modities1 

Farm 
products2 

In 
money0 

In  pur- 
chasing 
power' 

Base  period 

1929    

1926 
95 
86 
73 
65 
66 
75 
80 
81 
86 
79 
77 

79 
79 
79 
78 
79 
78 
78 
78 
77 
78 
79 
80 
8011 

1926 
105 

88 

65 

48 

51 

65 

79 

81 

86 

69 

65 

68 
69 
68 
68 
69 
68 
66 
66 
66 
66 
66 
68 
6911 

1924-29 
104 
89 
62 
41 
45 
61 
82 
86 
96 
69 
65 

66 
68 
67 
66 
67 
69 
65 
67 
69 
72 
72 
73 
74 

1924-29 
99 
94 
80 
69 
.71 
80 
81 
80 
84 
80 
78 

79 
79 
79 
79 
80 
80 
80 
79 
79 
79 
79 
79 
79 

1924-29 
103 
83 

58 
43 
49 
57 
64 
74 
80 
72 
72 

79 
79 
83 
76 
82 
80 
70 
71 
71 
76 
80 
79" 

1924-29 
103 
87 
58 
43 
51 
55 
65 
82 
87 
81 
81 

99 
100 
100 

98 
76 
90 
71 

72 
80 
84 
98 

1924-29 
104 

93 

72 

62 

72 

69 

80 
103 
103 
101 

97 

125 
126 
126 
124 

96 
112 

89 

90 
101 
106 
124 

1924-29 
107 
100 

87 

68 

63 

72 

77 

90 

95 

88 

93 

97 

97 

96 

96 

95 

96 

97 

98 

99 
100 
100" 
101" 

1923-25 
110 
89 
68 
47 
50 
64 
74 
86 
102 
78 
91 

104 

98 

98 

98 

96 

96 

98 

96 
104 
110 
114 
115 

1935-39 
1 10 

1930             

91 

1931 

75 

1932 

58 

1933 

69 

1934    

75 

1935 

87 

1936 

103 

1937 

113 

1938 

88 

1939 

108 

1939  Dec 

126 

1940  Jan 

122 

Feb 

116 

112 

111 

115 

June 

July 

121 
121 
121 

Sept 

Oct 

125 
129 

Nov 

Dec 

132" 
136" 

Table  B. — Prices  of  Illinois  Farm  Products1 


Product 


Calendar  year  average 


1938 


1939 


December 
1939 


Current  months 


October 


November 


December 


Corn,  bu 

Oats,  bu 

Wheat,  bu 

Barley,  bu 

Soybeans,  bu. .  . . 

Hogs,  cwt 

Beef  cattle,  cwt.. 

Lambs,  cwt 

Milk  cows,  head . 
Veal  calves,  cwt. 

Sheep,  cwt 

Butterfat,  lb. .  .  . 

Milk,  cwt 

Eggs,  doz 

Chickens,  lb 

Wool,  lb 

Apples,  bu 

Hay,  ton 

Potatoes,  bu 


$    .81 

.42 

1.30 

.66 

1.94 

9.97 

8.57 

12.22 

78.00 

11.27 

6.52 

.42 

2.32 

.30 

.21 

.36 

1.59 

13.88 

1.39 


$   .45 

.24 

.68 

.53 

.75 

8.06 

7.68 

7.76 

60.00 

8.89 

3.36 

.25 

1.66 

.19 

.15 

.21 

.95 

7.65 

.73 


$   A3 

.28 

.67 

.41 

.74 

6.56 

8.18 

8.18 

63.00 

9.15 

3.44 

.23 

1.59 

.16 

.13 

.25 

1.07 

6.05 

.80 


$   .47 

.35 

.88 

.44 

.95 

5.10 

8.30 

8.20 

65.00 

9.10 

3.60 

.26 

1.80 

.19 

.11 

.31 

.95 

6.50 

.80 


$   .58 

.28 

.75 

.48 

.65 

6.00 

9.60 

8.00 

65.00 

9.70 

3.45 

.27 

1.75 

.20 

.13 

.31 

.90 

6.70 

.70 


f.   .56 

.33 

.80 

.48 

.85 

5.70 

9.80 

8.40 

65.00 

9.80 

3.45 

.30 

1.90 

.23 

.13 

.33 

1.10 

6.80 

.70 


$    .52 

.33 

.79 

.49 

.81 

5.80 

9.80 

8.80 

68.00 

10.20 

3.45 

.34 

2.00 

.26 

.13 

.34 

1.20 

7.30 

.70 


1_12For  sources  of  data  in  tables  see  previous  page. 
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HOG  PRODUCTION  AND   MARKET  PROSPECTS 

The  rise  of  hog  prices  during  the  latter  part  of  December  and  early  January 
was  unusually  rapid.  The  weekly  average  price  of  all  hogs  at  Chicago,  which  was 
only  $6.14  during  the  third  week  of  December,  rose  to  $8.11  for  the  third  week  of 
January.  Since  mid-January,  prices  have  remained  close  to  the  $8.00  level, 
averaging  $7.70  for  the  week  ending  February  22. 

The  weekly  course  of  the  average  price  at  Chicago  and  of  slaughter  at  27 
markets  is  shown  by  Figure  1.  It  will  be  noted  that  the  bulk  of  marketings 
occurred  considerably  earlier  this  winter  than  last  winter.   The  very  sharp  decline 


Fig.  1. — Hogs:    Prices  of  Packer  and  Shipper  Purchases  at  Chicago 
and  Slaughter  at  27  Markets,  Weekly 
Hog  prices  declined  from  1937  to  1940  due  to  a  combination  of  decreasing  demand 
and  increasing  slaughter.    The  rise  since  the  middle  of  1940  has  been  due  primarily  to 
improved  demand,  but  in  November  and  December  prices  were  held  down  by  exception- 
ally heavy  and  early  marketings. 
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of  marketings  was  primarily  responsible  for  the  rapid  rise  of  prices  in  late 
December  and  early  January.  That  rise,  like  the  one  of  last  summer,  has  been  a 
most  cheering  one  to  hog  producers.  Farmers  are  naturally  anxious  to  avoid  a 
repetition  of  the  "5-cent  hogs"  of  the  first  half  of  1940. 

This,  ol"  course,  raises  the  question  of  what  has  been  responsible  for  the  price 
rise.  Several  things  have  occurred  in  the  past  8  months  which  would  tend  to 
cause  an  improvement  in  hog  prices.  In  the  first  place,  both  the  spring  and  fall 
pig  crops  of  1940  were  smaller  than  those  of  the  preceding  year.  In  the  second 
place,  improved  industrial  activity  and  consumer  incomes  have  tended  to  increase 
the  demand  for  hog  products.  Finally,  the  sharp  decline  in  hog  marketings  since 
mid- December  has  tended  to  improve  prices  since  that  time. 

Some  people  have  been  inclined  to  lay  stress  upon  the  reduction  in  the  pig 
crop  as  a  factor  in  improving  prices.  In  view  of  this,  it  is  not  surprising  that  some 
hog  producers  should  question  the  suggestion  made  by  the  Secretary  of  Agricul- 
ture in  December,  that  farmers  increase  hog  production.  The  statement  said  in 
part:  "Farmers  have  an  opportunity  to  increase  their  income  from  hogs  by 
increasing  production  (number  of  pigs  raised)  above  the  level  now  indicated." 
This  statement,  coming  after  several  years  of  effort  to  keep  the  level  of  hog  pro- 
duction down,  quite  naturally  appears  to  involve  an  abrupt  change  of  policy  upon 
the  part  of  the  Department  of  Agriculture. 

It  is  to  be  admitted  that  some  of  the  popular  arguments  advanced  for  the  pro- 
gram of  past  years  and  the  present  proposal  that  farmers  increase  their  hog  pro- 
duction in  order  to  increase  their  income  from  hogs  may  not  be  altogether  con- 
sistent. However,  there  is  no  inconsistency  in  the  general  idea  that,  if  production 
is  to  be  adjusted  to  demand,  it  should  be  decreased  to  meet  a  low  level  of  demand 
and  increased  again  when  demand  increases.  Furthermore,  there  can  be  no  doubt 
that  demand  has  increased,  and  that  there  is  every  prospect  of  maintaining  a  good 
level  of  demand  for  hogs  as  well  as  other  meat  animals  during  1941  and  1942. 
Indeed,  the  high  level  of  demand  that  is  growing  out  of  the  defense  program  is 
almost  certain  to  continue  beyond  1942. 

A  sound  answer  to  these  problems  involves  an  analysis  of  prospects  for  hog 
prices  in  the  current  marketing  year,  as  well  as  an  analysis  of  the  factors  which 
have  been  responsible  for  the  rise  in  prices  during  the  past  7  months.  It  involves 
in  particular  an  analysis  of  how  much  of  the  past  and  prospective  rise  in  prices 
may  be  attributed  to  a  reduction  in  supplies  and  how  much  to  an  improved 
demand. 

Prospects  for  the  marketing  year.  In  an  appraisal  of  prospects  for  hog 
price  movements,  one  approach  is  to  consider  the  situation  for  the  current  year 
in  comparison  with  that  of  the  previous  marketing  season.  In  1939-40  the  average 
price  of  all  hogs  slaughtered  under  federal  inspection  was  $5.62.  In  that  market- 
ing year  47.6  million  head  of  hogs  weighing  11.1  billion  pounds  were  slaughtered 
under  federal  inspection.  The  level  of  domestic  demand  which  resulted  in  an 
average  price  of  $5.62  for  a  total  of  11.1  billion  pounds  may  be  indicated  by  any 
one  of  several  measures.  One  of  these,  the  index  of  nonagricultural  income, 
averaged  97  during  the  marketing  year. 

Supply.  For  the  1940-41  marketing  year,  prospects  are  for  higher  prices 
both  because  of  smaller  supplies  and  because  of  a  higher  level  of  demand.  Smaller 
supplies  arc  indicated  by  the  fact  that  the  pig  crop  of  1940  was  smaller  than  was 
that  of  1939.  According  to  estimates  of  the  Agricultural  Marketing  Service,  the 
pig  crop  amounted  to  77.0  million  head  in  1940  as  compared  with  85.9  million 
head  in  1939.  Most  of  the  pigs  farrowed  in  any  calendar  year  are  marketed  in 
the  \2  months  beginning  with  October  of  the  same  year.  The  bulk  of  the  spring 
pig  crop  is  marketed  from  October  to  April,  and  the  bulk  of  the  fall  pig  crop, 
from  May  to  September. 

In  the   March,   1940,  issue  of  /Hindis  Farm   Economics,  charts  were  shown 
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depicting  the  relationship  between  the  total  pig  crop  and  the  total  hog  slaughter, 
and  the  relationship  between  non federally-inspected  slaughter  and  hog  prices.  On 
the  basis  of  these  relationships,  it  wras  forecast  that  federally-inspected  slaughter 
of  hogs  during  the  1939-40  marketing  year  might  amount  to  about  49  million 
hogs,  and  that  their  total  live  weight  might  be  in  the  vicinity  of  11  billion  pounds. 

On  the  basis  of  these  same  relationships,  the  estimated  pig  crop  of  1940  might 
reasonably  be  expected  to  yield  a  total  slaughter  of  about  68  million  head,  and, 
with  prevailing  prices,  noninspected  slaughter  seems  likely  to  amount  to  about  23 
million  head  during  the  1940-41  marketing  year.  Thus,  federally-inspected 
slaughter  might  approximate  45  million  head  if  it  were  not  subject  to  any  unusual 
influences. 

However,  fewer  hogs  were  slaughtered  under  federal  inspection  in  1939-40 
than  would  ordinarily  be  expected  from  a  pig  crop  of  85.9  million  head.  This  fact, 
together  with  some  other  things,  suggests  that  a  somewhat  larger-than-usual  per- 
centage of  the  1939  pig  crop  was  held  over  to  be  marketed  in  1940-41.  Conse- 
quently, slaughter  under  federal  inspection  may  well  amount  to  as  much  as  46 
million  head  in  1940-41. 

From  October  to  December  of  the  current  marketing  season,  the  average  live 
weight  of  hogs  slaughtered  under  federal  inspection  was  225.9  pounds,  as  com- 
pared with  229.3  in  the  corresponding  months  of  1939.  With  the  rise  of  hog  prices 
and  the  more  profitable  feeding  ratio,  hogs  may  run  somewhat  heavier  in  the 
coming  months  than  in  the  past  4  months,  but  for  the  entire  marketing  year  they 
will  probably  average  somewhat  below  the  234  pounds  of  the  1939-40  marketing 
season.  If,  as  indicated  above,  46  million  hogs  should  be  slaughtered  under  fed- 
eral inspection,  and  if  they  should  average  230  pounds  as  compared  with  the  234 
of  last  year,  the  total  live  weight  of  hogs  slaughtered  in  1939-40  would  be 
around  10.5  billion  pounds. 

A  reduction  in  the  weight  of  hogs  slaughtered  under  federal  inspection  from 
11.1  to  10.5  billion  pounds  can.  in  the  light  of  relationships  of  the  past  20  years, 
be  expected  to  result  in  the  average  price  for  the  marketing  year  increasing  from 
$.80  to  $1.00  per  hundredweight. 

Demand.  The  price-raising  effect  of  improved  demand  conditions,  on  the 
other  hand,  seems  likely  to  be  considerably  greater  than  will  be  that  of  reduced 
supplies.  Unfortunately,  we  have  no  very  reliable  indication  of  what  the  level  of 
the  nonagricultural  income  index  or  any  other  index  of  domestic  demand  is  likely 
to  be  during  the  1940-41  marketing  year.  For  the  months  October  through 
December  of  the  current  marketing  year,  the  index  of  nonagricultural  income 
averaged  101.7  as  compared  with  96.0  during  the  corresponding  months  of  last 
year  and  96.9  for  the  entire  marketing  season.  In  view  of  the  business  boom 
engendered  by  the  defense  program,  the  average  during  the  1940-41  marketing 
year  may  well  be  in  the  vicinity  of  105  to  110  percent  of  the.  1924-1929  average,  if 
inflationary  tendencies  have  little  effect  on  it.  An  increase  in  hog  prices,  such  as 
would  accompany  a  rise  in  the  nonagricultural  income  index  of  8  to  13  points, 
might,  on  the  basis  of  past  relationships,  be  expected  to  amount  to  about  $1.20  to 
S2.20  per  hundredweight. 

All  of  these  things  consequently  suggest  that,  if  inflationary  forces  do  not  have 
an  important  influence  on  hog  prices  during  the  remainder  of  the  hog  marketing 
season,  the  average  price  for  1940-41  may  well  be  $2.00  to  $3.00  per  hundred- 
weight higher  than  the  average  for  1939-40.  If  inflation  should  develop,  a  still 
greater  rise  might  occur.  Inasmuch  as  the  average  price  of  hogs  at  Chicago 
during  the  first  3  months  of  the  marketing  season  was  only  a  trifle  over  $6.00  per 
hundredweight  and  the  January  average,  only  a  little  over  $7.50,  prices  from 
February  to  September  would  have  to  average  above  the  current  level  of  approxi- 
mated $8.00  per  hundredweight  if  the  season's  average  price  is  to  be  brought 
up  to  somewhere  between  $7.60  and  $8.60  per  hundredweight. 
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Fig.  2. — Seasonal  Indexes  of  Prices  of  Packer  and  Shipper 

Purchases  of  Hogs  at  Chicago 

On  the  average,  hog  prices  have  two  seasonal  peaks,  one  in  March  and  the  other  in 

September.    When  there  is  not  an  upward  trend  during  the  season,  the  September  peak 

is  only  a  little  higher  than  that  of  March,  but  in  years  when  there  is  a  general  advance 

during  the  marketing  year,  the  September  peak  is  much  higher. 

Seasonal  movements.  The  average  seasonal  movement  of  hog"  prices  is 
indicated  by  the  solid  line  in  Figure  2.  There  is  typically  a  rise  of  prices  from 
December  to  March.  This  rise  is  followed  by  a  smaller  decline  as  the  fall  pig  crop 
comes  to  market  in  the  spring  months.  Prices  then  rise  again  in  July  and  August 
and  reach  a  peak  in  September  which  is  somewhat  higher  than  is  the  peak  in 
.March. 

In  no  individual  year,  however,  are  prices  likely  to  follow  exactly  the  average 
seasonal  pattern.  Irregularities  of  marketing  and  of  demand  conditions  combine 
to  give  a  unique  course  of  prices  each  year.  Nevertheless,  these  irregularities 
can  often  be  anticipated  to  some  degree.  In  years  of  a  low  corn-hog  ratio,  mar- 
ketings are  likely  to  be  earlier  than  usual  so  that  the  seasonal  low  price  is  also 
earlier.  Similarly,  in  years  of  a  high  corn-hog  ratio,  marketings  are  often  late 
and  result  in  late  seasonal  low  points  and  price  peaks. 

Another  significant  difference  between  years  is  that,  compared  with  the  aver- 
age seasonal  movement,  there  is  sometimes  an  upward  trend  of  prices  during  the 
season.  In  other  years  there  is  a  downward  trend.  The  dotted  line  in  Figure  2 
shows  an  index  of  seasonal  variation  for  years  in  which  the  seasonal  trend  is 
upward.  In  such  years,  the  late  summer  or  fall  peak  of  prices  is  likely  to  he  much 
higher  than  the  spring  peak. 

Out  of  the  past  20  years,  the  following  7  show  a  distinct  upward  trend  of 
prices  during  the  marketing  year:  1921-22,  1923-24,  1924-25.  1927-28,  1933-34. 
1934-35.  and  1936-37.  In  some  years,  the  rise  was  due  to  declining  market  sup- 
plies and  in  other  years,  to  improving  demand.  Sometimes  both  supply  and 
demand  conditions  contributed  to  the  rising  seasonal  trend. 

A  generally  rising  tendency  of  hog  prices  can  be  expected  for  the  1940-41 
marketing  season  for  three  reasons.  First,  the  general  level  of  demand  will  prob- 
ably be  higher  during  the  latter  part  of  the  marketing  season  than  it  was  during  the 
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Fig.  3. — Hog  Prices  at  Chicago  in  Years  of  Advancing  Seasonal  Trend 
Hog  prices  have  shown  a  general  upward  trend  for  the  year  in  the  following  7  of 
the  past  20  marketing  years:  1921-22,  1923-24,  1924-25,  1927-28,  1933-34,  1934-35,  1936:37. 
The  advances  have  resulted  sometimes  from  decreasing  supplies,  sometimes  from  im- 
proving demand,  and  sometimes  from  both.  In  1940-41  prospects  are  that  both  improv- 
ing demand  and  decreasing  supplies  will  contribute  to  an  advance,  but  it  is  not  likely 
that  the  course  will  follow  closely  the  smooth  pattern  of  the  7-year  average. 

early  part.  Second,  market  supplies  during  the  early  part  of  the  marketing  sea- 
son were  much  heavier  relative  to  the  typical  seasonal  movement  of  supplies  than 
they  will  be  during  the  remainder  of  the  season.  Finally,  supplies  promise  to  be 
slightly  smaller  during  1941-42  than  during  1940-41. 

In  view  of  the  prospect  of  a  rising  seasonal  tendency  in  prices  during  the 
current  season,  it  will  be  of  interest  to  compare  prices  this  year  with  the  average 
of  price  movements  in  other  seasons  when  prices  have  shown  a  rising  tendency 
for  the  marketing  year  as  a  whole.  Figure  3  compares  prices  during  the  first  4 
months  of  the  current  marketing  year  with  the  average  of  prices  during  7  years 
in  which  prices  showed  a  general  improvement  during  the  marketing  year.  One 
broken  line  shows  the  actual  average  for  the  7  years.  The  other  line  shows  that 
average  reduced  by  approximately  17  percent  in  order  to  make  the  level  of  prices 
for  the  months  October  to  December  the  same  as  that  for  the  corresponding 
months  of  1940-41.  The  rise  from  December  to  January  was  much  greater  this 
year  than  was  the  average  rise  in  prices  during  the  7  other  years  of  marked  price 
advances. 

In  the  7  years  of  seasonally  rising  prices,  the  rise  from  December  to  the  fol- 
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lowing  September  has  amounted  to  approximately  $3.00  per  hundredweight.  The 
average  price  paid  for  hogs  slaughtered  under  federal  inspection  for  the  7  mar- 
keting years  was  $8.41.  This  average  is  nearly  as  high  as  is  the  upper  limit  of 
the  range  suggested  above  in  the  light  of  prospects  for  supplies  and  demand  for 
1940-41.  On  the  other  hand,  83.3  percent  of  the  7-year  average  is  $7.26.  which  is 
somewhat  below  the  lower  limit  of  price  suggested  for  the  current  season. 

In  considering  average  seasonal  movement,  we  must  remember  that  in  no 
year  do  prices  follow  so  smooth  and  regular  a  pattern  as  that  depicted  by  the 
averages.  Neither  of  the  two  broken  lines  in  Figure  3,  consequently,  should  be 
looked  upon  as  constituting  a  forecast  of  the  course  of  prices  for  1940-41.  They 
are,  rather,  bases  of  comparison  which  may  be  helpful  from  time  to  time  in 
judging  price  prospects  in  the  light  of  a  constantly  changing  situation.  In  time 
of  major  wars,  price  movements  are  especially  likely  to  be  erratic.  The  course  of 
consumer  incomes  and  possible  price  control  measures  which  the  federal  govern- 
ment may  take  are  likely  to  be  of  major  importance  in  determining  hog  price 
movements  during  the  remainder  of  the  marketing  year. 

Price  rise  due  mostly  to  improvement  in  demand.  Since  last  June,  hog 
prices  at  Chicago  have  risen  by  almost  $3.00  per  hundredweight.  Most  of  this 
rise  must  be  attributed  to  increasing  demand  rather  than  to  decreasing  supplies. 
True,  the  sharp  rise  during  the  latter  part  of  December  and  early  January  was 
primarily  the  result  of  reduced  marketings  since  mid-December,  but  up  until  that 
time  marketings  had  been  much  heavier  than  they  were  in  the  previous  year,  and 
the  full  effect  of  the  great  improvement  in  demand  in  the  preceding  6  months  hail 
not  been  apparent.  Very  heavy  marketings  during  the  first  3  months  of  the 
marketing  year  obscured  the  great  importance  of  the  improving  level  of  demand. 
In  each  of  the  months  from  October  through  December,  the  total  number  of  hogs 
slaughtered  under  federal  inspection  exceeded  the  corresponding  figure  for  1939 
by  approximately  1  million  head,  or  20  percent.  Nevertheless,  prices  in  these 
months  averaged  14  cents  per  hundredweight  above  those  in  1939.  It  was  not 
until  January  that  monthly  inspected  slaughter  fell  below  the  level  of  the  preced- 
ing year,  and  for  the  months  October  through  January,  federally-inspected 
slaughter  for  1940-41  amounted  to  20.5  million  head  as  compared  with  18.6 
million  head  during  the  corresponding  months  of  the  previous  season.  If  the  level 
of  demand  had  not  improved  greatly,  prices  would  presumably  have  been  lower 
instead  of  higher  than  a  year  previous. 

The  reduction  of  the  pig  crop  from  86  million  head  in  1939  to  77  million  head 
in  1940  presumably  has  had  some  strengthening  effect  upon  prices  because  pack- 
ers are  anticipating  smaller  supplies  in  the  months  to  come.  Nevertheless,  as 
pointed  out  above,  the  full  effect  of  the  decrease  in  the  pig  crop,  as  evidenced  by 
how  much  it  may  be  expected  to  influence  prices  in  the  1940-41  crop  year  as 
compared  with  the  previous  year,  could  scarcely  be  more  than  $1.00  per  hundred- 
weight. The  rise  of  nearly  $3.00  per  hundredweight  in  hog  prices  since  last  June 
must,  consequently,  be  attributed  primarily  to  demand  influences.  The  rise  during 
the  latter  part  of  December  and  early  January  was  unusually  sharp  due  to  the 
early  peak  of  hog  marketings.  With  more  normal  distribution  of  marketings,  the 
rise  would  have  been  less  sharp,  not  as  a  result  of  present  prices  being  lower  hut 
as  a  result  of  prices  being  higher  during  November  and  December. 

Some  further  improvement  in  hog  prices  due  to  better  demand  seems  likely, 
but  business  activity  has  improved  so  much  that  industrial  production  in  main- 
lines appears  to  be  close  to  capacity.  Consequently,  prospects  are  that  improve- 
ment in  demand  in  the  coming  year  will  be  less  than  thai  of  the  past  8  months 
unless  inflationary  forces  become  an  important  factor.  Any  improvement  in 
demand  due  to  inflationary  forces,  of  course,  is  primarily  the  result  of  a  depre- 
ciating unit  of  measurement  rather  than  a  "real"  and  beneficial  improvement  in 
demand.  E.  J.  Working 
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WAR  AND  ITS  EFFECT  ON  LAND  PRICES 

When  the  prices  of  farm  products  advance,  land  prices  normally  advance 
also,  but  they  increase  more  slowly  and  in  smaller  amounts.  As  the  prices  of 
farm  products  rise  and  fall,  rents  show  a  somewhat  corresponding  rise  and  fall. 
Again  as  rents  rise  and  fall,  land  prices  show  somewhat  corresponding  changes. 

Rapidly-changing  land  rents  and  land  prices  have  characterized  more  than 
one  period  when  war  and  other  influences  were  at  work.  A  brief  review  of  some 
of  these  situations  in  Europe  and  in  this  country  may  help  to  place  such  recent 
changes  in  a  better  perspective. 

1.  Italy.  Two  groups  of  farms  are  located  near  Pa  via,  Italy,  one  belonging 
to  a  college  (1,700  acres)  and  one  belonging  to  a  hospital  (2,300  acres  until  1826 
and  12,000  acres  since  that  time).1  The  college  lands  in  the  lower  valley  of  a 
river  have  had  benefits  from  irrigation.  The  hospital  lands  did  not  require  irriga- 
tion, since  they  were  drained  naturally.  The  college  lands,  however,  were  more 
productive. 

In  the  240  years  ended  in  1909,  the  nonirrigated  hospital  land  rents  increased 
350  percent  and  the  irrigated  college  land  rents,  475  percent. 

Then  came  the  period  of  the  first  World  War.  Rents  first  advanced  markedly 
for  both  kinds  of  land  and  then  subsided  for  both.  By  disregarding  this  tidal 
movement  of  a  quarter  of  a  century  ago  and  by  counting  back  over  the  maximum 
stretch  of  260  years,  we  find  that  the  hospital  land  rents  increased  480  percent 
and  the  college  land  rents,  700  percent. 

Information  on  land  prices  as  well  as  on  rents  for  the  college  land  covers  the 
period  since  1823.  In  that  century,  land  prices  increased  300  percent  and  the 
rent.  280  percent. 

Statistics,  such  as  these  from  Italy,  seem  to  bring  out  three  things  in  a  long- 
time view: 

1.  In  long-time  trends,  land  prices  and  land  rents  move  together.  There  was 
usually  about  $20  of  land  price  for  each  dollar  of  land  rent. 

2.  In  recent  decades,  there  has  usually  been  more  than  $20  of  land  price  for 
each  dollar  of  land  rent. 

3.  Rents  and  rent-valuation  ratios  have  been  affected  by  wars,  but  long-time 
trends  seem  to  have  persisted  with  little  regard  for  wars.  In  any  short-time  view, 
therefore,  that  which  belongs  to  more  persistent  influences  should  not  be  credited 
to  war. 

2.  England.  An  English  record  of  rents  paid  on  a  farm  in  Norfolk  shows 
80  pounds  for  1712  and  a  rise  to  200  pounds  just  before  and  just  after  the 
Napoleonic  Wars.2  When  the  currency  was  inflated  and  tariffs  on  foodstuffs 
were  high,  rents  rose  to  700  pounds.  After  the  currency  was  deflated  and  tariffs 
on  foodstuffs  reduced,  rents  declined.  About  1907,  rents  were  at  160  pounds.  Very 
little  of  this  variation  can  be  traced  to  changes  in  soil  fertility  or  to  changes  in  the 
importance  of  location  with  respect  to  local  markets. 

In  the  first  century  after  Napoleon,  land  rents  and  land  prices  rose  more  in 
Italy  than  in  England.  Since  the  Napoleonic  W'ars,  the  pressure  of  population  on 
the  food  supply  has  probably  been  less  in  England  than  in  Italy.  Furthermore, 
Italy's  high  tariffs  against  imports  have  played  a  decided  part  in  recent  decades. 
In  the  most  recent  decades,  after  more  than  80  years  of  free  trade,  England's 
tariffs  have  tended  again  to  raise  land  rents  and  land  prices. 

3.  The  United  States,  (a)  The  War  of  1812.  Farm  real  estate  in  the  United 
States  was  touched  by  the  War  of  1812  and  other  phenomena  of  the  Napoleonic 

JIn  "Land  Rents  and  Land  Values  in  Italy,"  Journal  of  Farm  Economics,  XXI,  1  (February.  1939), 
pp.  273-275,  the  author  summarized  a  study  by  Giuseppe  Medici. 

2Thompson,  R.  J.,  "An  Inquiry  into  the  Rent  of  Agricultural  Lands  in  England  and  Wales  During 
the  Nineteenth  Century,"  Journal  of  the  Royal  Statistical  Society,  LXX,  Part  IV,  1907.  Quoted  in  Warren, 
G.  F.,  and  Pearson,  F.  A.,  Gold  and  Prices  (1935),  p.  282. 
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period.  As  a  result  of  financial  inflation,  the  average  laud  value  in  14  counties 
in  Pennsylvania  rose  from  $53  an  acre  in  1809  to  $111  an  acre,  or  more  than 
double,  after  the  War  of  1812. *  Seven  years  later,  deflation  had  carried  the  land 
value  down  to  $38  an  acre.    \Y.  M.  Gofcge,  writing  of  this  period,  said: 

"Farms  rose  in  price  from  50  to  100  percent  and  sank  again  as  rapidly  as  they 
had  risen.  Thousands  were  reduced  to  poverty,  and  a  few  rose  to  wealth  on  the 
ruin  of  their  neighbors." 

(b)  The  Civil  War.  During  the  American  Civil  War,  advances  in  land 
rents  did  not  push  land  prices  out  of  bounds  in  most  parts  of  the  country.  As 
late  as  1870.  however,  currency  inflation  was  still  in  existence  because  all  the  real 
estate  values  that  were  reported  to  the  census  were  marked  down  20  percent  to 
reduce  them  to  a  gold  basis.  Those  who  regarded  as  permanent  the  land  prices 
that  were  expressed  in  inflated  currency  suffered  in  some  degree  as  did  those 
with  similar  ideas  after  the  War  of  1812.  The  great  abundance  of  good  land 
which  was  almost  free  in  the  West  prevented  land  rents  and  land  values  from 
advancing  very  greatly  on  the  northern  side  of  the  lines  during  the  war  between 
the  states.  On  the  southern  side,  the  blockade  was  a  factor  reducing  prices  for 
exportable  surpluses  until  the  excessive  issues  of  Confederate  money  led  to  some 
illusory  advances  prior  to  the  final  collapse. 

(c)  The  World  War.  The  first  World  War  added  a  mountain  of  price 
advance  to  what  had  been  nearly  twro  decades  of  steady  climbing  from  the  depths 
of  the  1890's.  By  1920,  land  prices  in  Illinois  had  advanced  60  percent  over  the 
immediate  prewar  3-year  period.  This  rate  of  increase  compares  with  29  percent 
in  Xew  Hampshire,  30  percent  in  New  Jersey  and  Rhode  Island,  54  percent  in 
Michigan,  59  percent  in  Ohio,  61  percent  in  Indiana.  71  percent  in  Wisconsin, 
113  percent  in  Iowa  and  Minnesota,  117  percent  in  Georgia,  122  percent  in 
Arkansas,  123  percent  in  North  Carolina,  130  percent  in  South  Carolina,  and, 
on  the  Pacific  Coast,  30  percent  in  Oregon.  40  percent  in  Washington,  and  67 
percent  in  California.  In  the  Mississippi  valley  and  especially  in  the  cotton  states, 
the  war  period  marked  an  advance  in  land  prices.  Ten  years  of  downswing 
brought  land  prices  back  to  the  prewar  level  in  most  north-central  states,  and 
twelve  years  did  the  same  job  in  the  southern  states.  Thirteen  years  after  1920, 
land  prices  were  between  25  and  35  percent  below  the  prewar  level.  The  recovery 
from  1933  to  date  has  affected  both  land  rents  and  land  prices — -it  has  brought 
land  rents  in  dollars  per  acre  back  to  their  prewar  levels  but  has  not  yet  brought 
back  land  prices. 

Some  major  questions  immediately  come  to  mind.  Why,  with  rents  wrell  re- 
covered since  1933,  have  land  prices  lagged?  Are  the  makings  of  a  strong  advance 
in  land  prices  only  awaiting  a  spark  from  war-time  inflation  to  start  an  upward 
movement  like  the  one  which  preceded  1920? 

Two  lines  of  approach  are  needed  to  give  us  an  insight  into  these  questions. 

Products-into-price,  or  P-I-P  ratios.  The  realty-products  coefficient,  or 
products-into-price  ratio,  is  simple.  In  one  year,  how  many  acres  are  needed  to 
produce  a  gross  value  of  products  equal  to  the  price  of  one  acre?  If  the  annual 
value  of  the  products — crops  and  livestock  both  counted  but  without  duplication — 
is  one-fourth  the  price,  then  the  total  product  of  4  acres  is  needed  to  buy  one  acre. 
If  the  cost  of  production  were  deducted,  more  acres  would  be  needed  to  produce 
enough  to  pay  the  price  of  one  acre.  Cross  production  is  something  that  a  person 
can  see  and  can  suppose  that  others  see  about  as  he  does.  \Tet  production  involves 
bookkeeping  and  cost  accounting  and,  for  most  farms,  is  more  a  matter  ot  the 
future  than  of  the  past.2 


■Gouge,  W.  M.,  ./  Short  History  of  Paper  Money  and  Banking  (1835),  p.  35,  Quoted  in  Warren  and 
Peai  son,  work  cited,  p.  .\*2. 

•For  a  more  adequate  treatment  of  the  differences  that  costs  make  between  gross  and  net  ratios  of 
products  into  land  prices,  see  "Gross  Earnings  as  .1  Guide  in  Farm  Appraisals,"  The  Appraisal  Journal 
(July,   1939). 
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In  1927-1931,  the  average  acre  in  the  United  States  had  a  sale  price  of  41/3 
times  the  gross  product  of  the  average  acre.  In  1932-1936,  the  ratio  was  4%  ; 
in  the  first  part  of  the  5-year  period,  1937-1941,  the  ratio  has  been  334. 

In  a  period  of  falling"  prices  of  farm  products,  some  of  us  expect  to  see  the 
products-into-price  ratio  rise,  and  in  a  period  of  rising  prices,  some  of  us  expect 
to  see  it  fall.  Why  should  the  products-into-price,  or  P-I-P,  ratio  fall  when  the 
prices  of  farm  products  rise?  The  answer  is  simple.  When  rising  prices  of  farm 
products  bring  advances  in  share  rents,  cash  rents  are  also  likely  to  advance,  but 
less  rapidly.  A  prospective  purchaser,  if  he  is  a  tenant,  figures  that  he  can  make 
money  by  renting  and  can  possibly  get  better  terms  as  a  land  buyer  if  he  has  more 
cash  to  apply.  This  reasoning  may  usually  be  sound,  but  it  counts  less  in  boom 
periods  when  it  really  ought  to  count  more.  In  any  case,  higher  rents  are  dis- 
counted as  probably  not  destined  to  continue. 

.  Thus,  in  a  period  of  rising  prices,  land  prices  have  tended  to  follow  behind 
the  prices  of  farm  products  so  that  products  from  about  1 2/3  fewer  acres  will  be 
required  to  pay  for  an  acre  of  land.  In  other  words,  if  the  products  of  4%  acres 
were  required  in  a  period  of  level  prices,  those  of  only  3  acres  would  be  required 
if  the  prices  of  farm  products  had  been  moving  upward  for  10  years.  The  farm 
purchaser  sits  in  the  rear  of  the  sled  and  looks  back  toward  whatever  has  preceded 
— a  valley  below  or  a  peak  above.  He  does  not  know  whether  a  plateau,  a  peak, 
pr  a  deep  valley  is  immediately  ahead.  If  he  has  been  going  up,  he  may  assume 
that  he  will  soon  go  down.  He  has  no  desire  to  be  committed  to  high  land  prices 
if  the  values  of  farm  products  are  about  to  slide  to  low  levels.  Therefore,  when 
prices  of  farm  products  advance,  land  prices  lag,  and  the  number  of  acres  of 
products  required  to  buv  an  acre  shrinks. 

When  prices  of  farm  products  fall,  the  reverse  is  the  case.  Land  prices  lag 
and  the  number  of  acres  of  farm  products  required  to  buy  an  acre  of  land  in- 
creases. About  2/3  of  an  acre  was  added  in  the  country  as  a  whole  in  each  10-year 
period  from  1869  to  1889.  In  a  half  decade  of  falling  prices  from  1924-1927  to 
1928-1932,  the  P-I-P  ratio  advanced  1/4  acre. 

With  prices  advancing  as  they  have  since  1933,  purchasers  will  pay  only  the 
product  of  3  to  4  acres  for  land  for  which  they  would  have  paid  the  product 
of  4  to  5  acres  10  years  before. 

In  the  United  States  as  a  whole,  the  P-I-P  ratio  was  4.1  in  1924-1926,  4.4 
in  1927-1931,  and  4.7  in  1932-1936,  a  rising  trend. 

In  Illinois,  the  P-I-P  ratio  was  6.4  in  1924-1926,  6.1  in  1927-1931,  and  6.0  in 
1932-1936.  These  coefficients  show  a  trend  in  reverse  to  the  national  trend.  They 
suggest  that,  if  land  prices  in  Illinois  had  been  5  in  1924-1926  instead  of  6,  they 
might  have  held  their  own  and  might  even  have  advanced  with  the  national  trend. 
Iowa  also  showed  a  downward  trend  when  the  times  generally  favored  an  upward 
trend.  In  Iowa,  the  P-I-P  ratio  was  6.7,  6.1,  and  5.9.  Two  other  states  showed 
downward  trends  in  this  period:  California,  5.5,  5.3,  and  4.8;  and  Florida,  4.8. 
3.3,  and  3.2.  Thus,  Illinois  and  Iowa  had  their  land  prices  so  high  that  it  took  the 
total  product  of  6  to  7  acres  to  buy  an  acre.  In  fact,  they  were  so  high  that  the 
P-I-P  ratio  shrank  when  it  was  enlarged  in  44  other  states. 

What  will  the  period  of  1936-1941  show  for  Illinois  and  the  nation?  With 
prices  of  farm  products  advancing,  land  prices  should  show  an  advance,  but  not  so 
large  a  one  as  that  of  farm  products.  Instead  of  paying  the  product  of  6  acres 
for  an  acre,  therefore,  we  may  expect  to  see  buyers  pay  the  gross  product  of  5 
acres  or  less.  The  P-I-P  ratio  may  even  be  reduced  in  some  southern  states, 
where  it  has  been  between  2  and  3  acres.  In  the  nation  as  a  whole,  it  may  ap- 
proach 4  or  fewer  acres  rather  than  42/3  acres  as  in  1932-1936. 

The  following  question  may  arise:  Why  has  the  P-I-P  ratio  been  higher 
in  the  north-central  states  than  in  the  south-central  states?   At  least  five  reasons 
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have  come  t<>  view.  Low  interest  rates  on  money  borrowed  for  land  purchase  and 
other  farm  uses  have  permeated  southern  states  slowly.  Types  of  farming  ii 
portions  of  the  South  place  upon  landowners  heavy  burdens  for  supervising  an( 
making  seasonal  advances  to  tenants.  Some  southern  areas  have  been  regardec 
as  characterized  by  disadvantages  in  respect  to  market,  school  or  residential 
features.  The  masses  in  southern  agriculture  have  not  produced  many  individuals 
with  effective  demand  for  high-priced  farm  land.  Buoyant  expectations  as  to 
future  advances  in  southern  farm  land  values  generally  have  not  been  widely 
shared  by  persons  expecting  to  farm  or  to  finance  others  in  farm  purchase. 

In  the  early  part  of  the  first  World  War,  the  P-I-P  ratio  in  the  United  States 
was  5,  but  it  fell  to  3.3  in  1917-1919.  In  1921,  after  land  prices  had  been  dragged 
up  and  after  the  values  of  farm  products  had  crashed,  the  ratio  flipped  up  to  6.4. 
Then,  land  prices  crashed,  and  the  ratio  was  restored  to  4  from  1925  to  1929.  By 
1933,  it  was  at  5  again,  having  reached  that  point  because  land  prices  fell  faster 
than  did  prices  of  farm  products,  which  did  not  maintain  themselves. 

In  Illinois  in  1912-1914,  the  P-I-P  ratio  was  10.4,  over  twice  the  national 
coefficient.  Overvaluation  was  prevalent  in  the  state  even  then.  In  1919,  the 
Illinois  coefficient  had  dropped  to  5.5;  in  1921,  with  a  swift  drop  in  the  prices  of 
farm  products,  it  was  at  12;  then,  in  1929,  with  land  prices  beating  the  prices  of 
farm  products  in  the  downward  race,  it  fell  to  5.5.  Between  1929  and  1932,  when 
the  P-TP  ratio  was  9,  land  prices  stiffened  against  the  values  of  farm  products: 
but  in  1934,  the  two  were  equated  at  5.7.  Although  the  P-I-P  ratio  of  the  United 
States  has  stood  at  80  to  90  percent  of  the  immediate  prewar  level  since  L933J 
that  of  Illinois  has  stood  at  50  to  60  percent. 

These  percentages  seem  to  mark  Illinois  as  a  state  which,  after  having  had 
marked  overvaluation  of  real  estate  immediately  preceding  the  first  WTorld  War 
and  during  the  war,  continued  to  shed  its  overvaluation  slowly. 

These  statements  give  a  warning  against  wThat  might  happen  if  prices  of  farm- 
products  should  advance  markedly  in  the  1940's  because  of  inflationary  develop- 
ments. Perhaps  a  prospective  farm  purchaser  should  not  pay  much  more  than 
the  product  of  5  acres  for  an  average  acre  of  Illinois  farm  land;  in  fact,  he  should-. 
pay  less  instead  of  more  in  a  period  of  rising  prices  of  farm  products.  He  needs 
to  allow,  furthermore,  for  different  situations  within  the  state.  In  Illinois,  the 
1930  census  figures,  which  apply  to  only  a  single  year,  showed  a  P-TP  ratio 
of  6.4  ($2,400  of  gross  products  per  farm  into  $15,443  average  value  of  realty"). 
In  24  counties  in  central,  eastern,  and  northern  Illinois,  the  P-TP  ratios  were 
9  to  32  percent  above  the  state  average — that  is,  7.0  to  8.5 — either  because  of 
high  realty  values  or  because  of  low  values  of  farm  products.  In  three  north- 
eastern counties,  Cook,  DuPage,  and  Lake,  the  ratios  were  57  to  79  percent  above 
the  state  average — that  is,  10.0  to  11.5.  However,  in  18  southern  Illinois  counties, 
the  P-I-P  ratios  were  only  47  to  70  percent  of  the  state  average — that  is,  between 
3.0  and  4.5 — for  the  same  two  reasons  given  above. 

Returns  per  $100  capital  value.  Another  way  of  judging  whether  or  not' 
land  prices  are  in  adjustment  is  to  consider  the  rate  of  return  per  $100  of  capital 
value.  Changes  in  the  40  years  1900-1940  can  be  examined  with  some  startling 
results  if  a  comparison  is  made  between  the  changes  in  the  net  yield  on  $100  in- 
vested in  bonds  of  the  better-known  varieties  and  the  returns  from  $100  of  farm 
real  estate.  An  important  question  arises:  How  much  can  the  returns  on  $100 
invested  in  farm  land  be  expected,  under  various  conditions,  to  differ  from  the 
returns  on  $100  invested  in  high-grade  bonds? 

Kales  of  net  return  on  money  invested  in  bonds  issued  l>v  industrial  establish- 
ments   i  including   public    utilities)    reached   peaks,    in   terms  of   year   aver 
slightly  above  5  percent  in  1919-20  and  in  1932.    In  fact,  from  1916  to  1934.  I 
rates  of  net  return  were  in  excess  of  4i  4  percent,  a  higher  annual  rate  than  that 
for  any   year   since    1('()().    Tin-  bonds  of   the    United   States  Treasury   reached  a 
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Fig.  1. — Gross  and  Net  Rent  of  Some  Iowa  Farm  Real  Estate 
and  Bond  Yields,  1900-1940 
One  observes  (1)  that  increased  taxes  and  other  real  estate  costs  have  tended  to 
hold  net  rents  of  the  Iowa  farm  real  estate  included  farther  below  gross  rents  in  recent 
years;  (2)  net  rents  per  $100  value  were  at  their  low  point  in  1921  when  land  prices 
were  at  boom  levels;.  (3)  since  about  1915  the  trends  of  rents  and  of  bond  yields  have 
been  in  opposite  directions;  and  (4)  returns  from  farm  land  were  higher  than  those 
from  bonds  except   during  and   immediately  after   the   first   World   War. 

higher  yearly  average  in  net  returns  in  1919  than  in  any  other  year  since  1900,  the 
1919  average  being  nearly  5i/2  percent.  For  about  a  decade  prior  to  1916,  the 
bonds  of  the  United  States  Government  were  floated  at  face  rates  averaging  close 
to  2i/2  percent,  between  li/2  and  2  percentage  points  below  the  net  rates  prevail- 
ing for  industrial  bonds.  Government  bonds  at  that  time  bore  net  returns  below 
industrial  bonds  largely  because  of  the  support  which  the  national  banks  gave  to 
the  market  for  government  issues  so  that  these  bonds  could  be  used  to  meet  note- 
issue  requirements.  These  requirements  were  modified,  however,  under  the 
Federal  Reserve  Act  effective  in  November,  1914.  From  1919-20  to  1927-28, 
rates  on  government  bonds  fell,  as  did  those  on  industrial  bonds,  only  more 
rapidly.  From  1928  to  1932,  net  rates  on  industrial  bonds  showed  considerable 
advance,  but  those  on  government  bonds  showed  little  or  no  advance.  Since  1932, 
the  net  rates  for  industrials  have  been  cut  nearly  in  half,  and  those  for  govern- 
ments have  been  reduced  to  two-thirds,  bringing  the  former  to  slightly  under  3 
percent  and  the  latter  to  about  2i/2  percent.  The  difference  in  net  rates  between 
the  two  classes  of  bonds  narrowed  from  1932,  when  it  was  li/?  percentage  points, 
to  1940,  when  it  was  1/2  of  1  percentage  point. 
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The  land  that  was  used  for  the  present  comparison  is  land  in  Iowa  which 
was  included  in  a  cash-rent  series  established  by  the  United  States  Bureau  of 
Agricultural  Economics.1  In  1900.  this  cash-rented  area  apparently  was  yield- 
in-  a  net  rent  of  about  8  percent,  or  double  that  of  bonds.  Although  rents  rose 
in  the  years  immediately  following,  land  prices  advanced  relatively  more,  thus  re- 
ducing rent  per  $100  value.  By  1903,  the  net  return  on  cash-rented  land  was 
higher  than  was  that  on  industrial  bonds  by  1  percentage  point;  in  1910-1912,  the 
two  were  substantially  equal.  From  1013  to  1933,  farm  land  yielded  a  lower 
return  at  its  current  prices  than  did  industrial  bonds,  and  from  1917  to  1927,  it 
yielded  less  than  did  government  bonds.  This  farm  land  showed  higher  net 
returns  per  $100  capital  value  than  did  government  bonds  after  1926  and  than  did 
industrial  bonds  after  1933.  By  1939,  farm  land  was  exhibiting  a  net  return  that 
was  higher  by  2  to  21/2  percentage  points  than  was  that  of  both  groups  of  bonds. 
At  the  end  of  the  period  1900-1940,  the  net  rate  returned  by  this  farm  land  per 
SI 00  value  was  twice  that  of  either  government  or  industrial  bonds. 

from  about  1912  on,  and  especially  during  the  World  War,  land  prices  rose 
more  rapidly  than  did  rents,  with  a  resulting  reduction  in  the  rent  per  $100 
land  value.  It  is  doubtful  if  the  second  World  War  will  show  inflationary  effects 
making  land  investment  as  attractive  as  it  was  a  quarter  of  a  century  earlier.  A 
year  of  poor  production  in  the  United  States  or  a  year  in  which  North  American 
stocks  of  foodstuffs  and  agricultural  raw  materials  would  be  taken  by  Europe  in 
multiplied  quantities  might  set  the  stage  for  a  recurrence  of  attention  to  farm 
land  investment  as  a  hedge  against  inflation.  At  present,  land  prices  are  not 
likely  to  be  advanced  enough  immediately  to  draw  down  rates  of  net  returns. 
Public  subsidy  for  land  purchase  by  tenants  and  others  is  likely  to  remain  a  small 
item  in  the  land  market.  The  denial  of  exemption  from  income  taxation  may 
tend  to  make  government  bonds  command  a  somewhat  higher  rate,  but,  except  for 
bond  issues  for  subscription  in  amounts  high  in  proportion  to  current  savings, 
government  bonds  may  continue  to  yield  net  rates  at  2i/2  per  cent  or  less. 

The  following  points  may  contribute  to  a  prolongation  of  the  period  of  rela- 
tively high  rates  of  return  on  conservatively-valued  farm  land:  (1)  the  memory  of 
rather  recent  burdens  from  excessive  valuation  of  farm  land;  (2)  a  concern  that 
real-estate  tax  rates  may  not  be  low  in  relation  to  rents;  and  (3)  the  tendency 
of  farmers,  who  at  other  times  might  be  tempted  to  bid  up  land  prices,  to  use  their 
land  income  for  purchasing  modern  facilities  for  their  households,  for  obtaining 
more  education  for  their  children,  for  traveling  more  extensively,  and,  in  general, 
for   living  more   broadly.  Q  L.  Sri  wart 


COMPENSATION  TO  TENANTS  FOR  IMPROVEMENTS 
AND  DISTURBANCE 

At  the  1938  meeting  of  the  American  Farm  Economics  Association,  the  foU 
lowing  statement  was  made: 

"When  ownership  and  operatorship  are  divided,  the  owner  loses  interest  and 
the  operator  loses  heart.  It  is  not  impossible,  but  it  is  more  difficult,  to  maintain 
a  relationship  between  two  parties  comparable  to  the  situation  existing  when  one 
intelligent  and  interested  party  is  in  control." 

Some  of  our  best  and  most  secure  farmers  are  tenants.  On  the  other  hand, 
a  large  amount  of  accumulated  data  and  experience  shows  that  the  average  tenant 
is  much  less  secure  than  is  the  .average  owner  and  that  tenants  suffer  certain  social 

lU.S.D.A.  Circular  548  (October,  1939),  pp.  17-21.  Somewhat  similar  data  collected  for  Illinois  h.ivt 
■  TV.  (I  as  background  information,  some  of  which  have  been  published  in  Illinois  Bulletin  .?9°  (March,  1934), 
pp.   "i  568. 
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and  economic  disadvantages  because  of  insecurity.1  This  statement  says  a  great 
deal  because  stability  and  the  things  it  engenders  are  the  foundations  upon  which 
a  satisfactory  family  life  and  progressive  communities  are  built. 

If  the  present  farm  tenancy  system  has  some  shortcomings,  something  should 
be  done  to  remove  them.  This  need  for  action  is  necessary,  of  course,  under  the 
supposition  that  a  tenancy  system  is  essential  in  the  American  scheme  of  property 
rights  and  that  present  rights  will  not  be  materially  altered  in  the  near  future. 

However,  it  may  be  fairly  said  that  present  concepts  of  ownership,  sale,  mort- 
gage foreclosure,  descent,  trusts,  testamentary  disposition,  and  tenants'  rights  are 
built  around  a  private  property  system  which  recognizes  complete  freedom  of  dis- 
position and  speculative  transfer  as  fundamental  rights.  Many  of  the  state  laws 
have  been  drafted,  not  in  the  interest  of  a  stable  and  successful  agriculture  but 
in  the  interest  of  creditors  and  unhampered  private  ownership.  Nevertheless,  the 
system  of  law  as  it  exists  now  can  be  efficiently  used  to  curb  undesirable  use 
of  private  rights,  as  is  well  illustrated  by  city  and  rural  zoning  ordinances,  con- 
demnation procedure,  and  the  law  of  nuisance.  If  the  enactment  of  wise  legisla- 
tion is  encouraged  when  it  is  needed,  the  drastic  turn  that  events  sometimes  take 
when  serious  problems  are  not  considered  realistically  can  be  avoided. 

Direct  efforts  to  improve  the  tenancy  system  can  be  expended  in  two  general 
areas — and  these  areas  are  interrelated.  Education  and  legislation  are  the  two 
areas.  They  are  interrelated  to  this  extent:  Laws  too  far  in  advance  of  peoples' 
thinking  usually  fail  or  are  harsh  and  inequitable.  On  the  other  hand,  educa- 
tional efforts  sometimes  fall  short  in  effectiveness  because  of  inadequate  legis- 
lative support.  The  principles  of  compensation  for  improvements  and  for  dis- 
turbance must  be  viewed  in  the  light  of  these  observations — that  is,  neither  of 
them  would  have  a  beneficial  effect  if  farm  tenants  and  owners  were  not  aware 
of  the  conditions  which  make  them  applicable,  nor  would  either  of  them  have 
widespread  effect  in  preventing  inequities  unless  they  were  also  enacted  into  law. 

Compensation  for  improvements  and  damage.  Compensation  to  the  tenant 
for  improvements  that  he  has  made  on  the  farm  should  be  interpreted  as  follows: 
If  a  tenant  increases  the  value  of  the  farm  by  putting  physical  additions  on  the 
farm,  he  should  receive  a  fair  payment  for  the  unexhausted  value  of  these  im- 
provements when  he  leaves.  This  principle  is  more  easily  stated  than  applied. 
Some  of  the  problems  of  its  application,  together  with  suggested  solutions,  are: 

1.  What  is  meant  by  improvements,  and  how  far  should  a  tenant  be  allowed 
to  go  in  making  them  without  securing  the  consent  of  the  landlord? 

Briefly,  improvements  include  those  physical  additions  or  processes  which 
increase  the  value  of  the  farm.  Limestone  and  phosphate,  fences  and  tile  lines, 
buildings,  permanent  pastures,  and  fall  plowing  are  examples. 

As  to  the  consent  required  from  the  landlord,  the  English  Agricultural  Hold- 
ings Act,  often  cited  as  a  model  compensation  law,  makes  three  divisions: 

(a)  Those  improvements  requiring  written  consent  (new  buildings  and  other 
Dermanent  improvements). 

(b)  Those  improvements  requiring  written  notice  but  no  consent  (drainage). 

(c)  Those  improvements  requiring  no  notice  or  consent  (limestone,  phos- 
phate, legume  seeding,  and  others). 

In  Illinois,  two  divisions  should  be  adequate — one  requiring  the  consent  of 
:he  landlord  and  one  requiring  notice  but  not  consent.  Generally,  the  first 
iivision  should  include  permanent  improvements ;  the  second,  temporary  improve- 
nents  and  additions  to  the  soil. 


sThe    1935    census   of   agriculture    gives   the    following   data    concerning   periods    of    farm    occupancy    in 
llinois:  „  ,.  _  .   .  _,    , 

1  Year  Total  Under 

or  Less  1  Year  2-4  Years  5  Years 

Owners 5%  4%  12%  21% 

Tenants 21  12  25  58 
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2.  When  and  how  should  a  tenant  be  recognized  for  such  improvements? 

If  adequate  information  is  available,  a  settlement  is  desirable  at  the  end  o 
the  leasing  period.    However,  a  settlement  at  the  end  of  each  one-year  or  two 
year  period  has  its  advantages.    The  landlord  should  pay  the  tenant  the  value 
of  unexhausted  improvements  that  he  has  made,  to  the  extent  that  their  value 
exceeds  the  value  of  improvements  on  the  farm  at  the  beginning  of  the  term. 

3.  How  should  the  value  of  improvements  be  determined? 

The  best  guide  on  values  is  what  such  improvements  are  worth  to  an  in-, 
coming  tenant.  This  should  be  supplemented  by  tenants'  records,  showing  cost  of 
material,  amount  of  labor  expended,  and  other  important  points.  Ordinarily  a> 
tenant  and  landlord  should  be  able  to  reach  an  agreement  on  values.  If  they 
cannot,  it  is  suggested  that  the  issue  be  settled  by  arbitration  or  by  a  local  land- 
lord-tenant commission  set  up  for  the  purpose  of  deciding  factual  issues  under 
a  compensation  law. 

In  compensation  cases,  the  landlord  should  have  a  reciprocal  right  to  payment i 
for  damages  that  are  beyond  the  ordinary.    This  right  is  generally  known  as 
"compensation  for  damage"  and  should  be  incorporated  as  a  part  of  any  law  on 
compensation  for  improvements.   Disputed  questions  as  to  damage,  like  those  rela- 
tive to  improvements,  should  be  referred  to  the  local  landlord-tenant  commission. 

Although  landlord-tenant  compensation  legislation  is  novel,  the  essential 
principle  upon  which  it  is  based — that  is,  to  prevent  one  party  from  being  un- 
justly enriched  by  another — is  well  established.  The  courts  have  recognized  the 
principle  in  reported  decisions,  and  the  Illinois  legislature  has  given  effect  to 
the  principle  in  both  eminent  domain  and  ejectment  statutes  by  providing  a 
method  for  determining  the  value  of  improvements  made  by  former  occupants 
of  the  land. 

Twenty  years  ago  the  Illinois  legislature  considered  compensation  legislation 
but  failed  to  enact  a  law.  At  the  present  time,  the  only  statutory  protection  that 
a  tenant  has  for  the  improvements  which  he  has  made  is  the  right  to  take  them 
with  him  if  they  are  removable.  Obviously,  this  affords  no  protection  where  the 
improvements  consist  of  permanent  buildings,  spread  limestone,  or  other  non- 
removable items. 

Compensation  for  disturbance.  Compensation  for  disturbance  is  a  pay- 
ment made  by  the  landlord  to  the  tenant  when  the  latter  is  forced  to  quit  the  farm 
through  no  fault  of  his  own.  The  payment  is  based  on  the  theory  that,  in  a  well- 
settled  country  where  farms  are  not  readily  available,  landowners  have  an  in- 
creased responsibility  with  regard  to  the  tenure  of  the  people  who  live  on  and 
operate  their  land.  Payable  damages  should  be  based  on  several  factors: 
(  1)  length  of  tenure;  (2)  general  availability  of  farms;  (3)  cost  of  moving;  and' 
i  4  i  loss  to  tenant  through  inability  to  find  a  farm  that  will  fit  his  present  equip- 
mem.  machinery,  and  livestock.  The  English  Agricultural  Holdings  Act  sets  one 
year's  rent  as  a  minimum  disturbance  payment.  This  amount  would  probably  be 
too  high  under  present  conditions  in  Illinois.  A  law  requiring  a  disturbance  pay- 
ment would  not  be  entirely  without  precedent  in  Illinois — the  guarantee  of  "quiet 
enjoyment"  in  a  deed  is  similar  in  principle  and  purpose  except  that  it  applies 
to  the  grantor-grantee  relationship. 

Conclusion.    Advantages  to  lie  gained  in  using  the  principle  of  compensa 
tion   for  improvements,  damage,  and  disturbance  can  be  effected  in  at  least  five 
different  ways,  each  more  or  less  distinct  from  the  others: 

1.  By  close  and  sympathetic  cooperation  of  landlord  and  tenant,  enabling  the 
tenant  to  use  his  labor  to  the  advantage  of  both  himself  and  his  landlord,  and 
encouraging  the  landlord  to  purchase  material  for  improvement  because  lie  knows 
thai    the  tenant   will  use  it   judiciously  and  without  waste. 
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2.  By  the  use  of  written  leases  containing  adequate  provisions  on  compen- 
sation, damage,  and  disturbance. 

3.  By  the  use  of  a  separate  written  contract  to  cover  each  unusual  expenditure 
of  labor  or  material  by  the  tenant  (in  cases  where  the  landlord  and  tenant  do  not 
have  a  suitable  written  lease). 

4.  By  development  in  some  of  the  courts  of  a  more  progressive  attitude 
toward  the  rights  of  tenants  in  improvements  made  by  them. 

5.  By  sound  and  workable  state  laws  on  compensation  for  improvements, 
damage,  and  disturbance. 

H.  W.  Hannah 


Footnotes  for  the   following  page: 

'-"The    first   source    is    for   annual    data;     the    second   is    for   current    data    from    which   tables   may    be 
brought  to  date. 

'Survey  of  Current   Business,    1936  supplement,   U.S.   Dept.   of  Commerce;     subsequent   monthly  issues. 
Same  as   footnote   1.    Illinois  Crop  and  Livestock  Statistics,  Circular  438    (1937);     monthly   mimeographs  of 
Statistical  Tables  for  Illinois  Crop  Report,  converted  from   1910-1914  =  100  to   1924-29  =  100  by  multiplying 
by    .7151.     4Agricultural    Situation,    Bureau    of    Agricultural    Economics,    U.S.D.A.;    Agricultural    Situation, 
onverted    from    1910-14  =  100   to    1924-29  =  100   by   multiplying   by   .6486.     ^Calculated    from   data   furnished 
by    Bureau    of   Agricultural    Economics;     Survey   of    Current    Business,    seasonally    adjusted.     Calculated    by 
Department  of  Agricultural  Economics,  University  of  Illinois,  seasonally  adjusted.    Data  from  Farm  Income, 
Bureau    of   Agricultural    Economics;     B.A.E.    monthly    mimeograph.     Receipts    from    sale    of    Principal    Farm 
TProducts    (government    payments    not    included).     'Obtained    by    dividing    Index    of    Illinois    Farm    Income 
(column   6)    by   Index   of   Prices   Paid   by  Farmers    (column   4).     8Monthly   Indexes   of   Non-Agricultural   and 
National   Income,    Supplement,    August,    1937.    B.A.E. ;    Price   and    Demand    Situation,    or   Agricultural    Situa- 
tion.    9Survey    of    Current    Business,    1938    Revision;     subsequent    monthly    issues,    unadjusted    for    seasonal 
■variation.     '"Federal    Reserve    Bulletin   of   Federal    Reserve    Board,    September,    1933    and    subsequent    issues; 
Survey    of    Current    Business,    seasonally    adjusted.     "Preliminary    estimate.     "Illinois    Crop    and    Livestock 
■Statistics,   Cir.   438;     Monthly  price   releases,   State  Agricultural   Statistician. 
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Table  A. — Indexes  of  United  States  Agricultural  and  Business  Conditions 


Year  and 

month 


Base  period 

1929 

1930 

1931 

1932 

1933 

1934 

1935 

1936 

1"37 

1938 

1939 

1940 

1»40  Jan..  . 

Feb. . . 

Mar.  . 

Apr... 

May. . 

June. . 

July.. 

Aug. . . 

Sept. . 

Oct. .  . 

Nov. . 

Dec. .  . 
1941  Jan... 


Commodity  prices 


Wholesale  prices 


All  coin 
modities1 


1926 
95 
86 
73 
65 
66 
75 
80 
81 
86 
7') 
77 
78 

79 
79 
78 
79 
78 
78 
78 
77 
78 
7" 
80 
80 
80" 


Farm 
products2 


1926 
105 

88 
65 
48 
51 
65 
79 
81 
86 
69 
65 
68 

69 
68 
68 
69 
68 
66 
66 
66 
66 
66 
68 
70 
72" 


Illinois 
farm 
prices3 


1924-29 
104 
89 
62 
41 
45 
61 
82 
86 
96 
69 
65 
69 

68 
67 
66 
67 
69 
65 
67 
69 
72 
72 
73 
74 
78 


Triers 
paid  by 
farmers* 


1924-29 
99 
94 
80 
69 
71 
80 
81 
80 
84 
80 
78 
79 

79 
79 
79 
80 
80 
80 
79 
79 
79 
79 
79 
79 
80 


Income  from  farm  marketings 


U.S. 

In 

money1 


Illinois 


1924-29 
103 
83 
58 
43 
49 
5  7 
64 
74 
80 
72 
72 
78" 

79 
83 
76 
82 
80 
70 
71 
71 
76 
80 
80 
84" 


In 
money8 


1924-29 
103 
87 
58 
43 
51 
55 
65 
82 
87 
81 
81 

100 
100 

98 

76 

90 

71 

72 

80 

84 

98 
101 


In  pur- 
chasing 
power7 


1924-29 
104 

93 

72 

62 

72 

69 

80 
103 
103 
101 

97 

126 
126 
124 

96 
112 

89 

90 
101 
106 
124 
128 


Non- 
agricul- 
tural 
income8 


1924-29 
107 
100 

87 

68 

63 

72 

77 

90 

95 

88 

93 

97 

96 

96 

95 

96 

97 

98 

99 
100 
100 
102 
103" 


Indus- 
Factory  |      trial 
payrolls'    produc- 

J     tion>° 


1923-25 
110 

89 

68 

47 

50 

64 

74 

86 
102 

78 

92 
105" 

100 

99 
100 

98 

98 
100 

98 
106 
112 
116" 
116" 
123"     i 


1Q35-39 

110 

91 

75 

:- 

69 

75 

87 
103 
113 

88 
108 
122" 

122 
116 
113 
111 
115 
121 
121 
121 
125 
12') 
132 
138 
139" 


Table  B. — Prices  of  Illinois  Farm  Products11 


Product 


Corn,  bu 

Oats,  bu 

Wheat,  bu 

Barley,  bu 

Soybeans,  bu..  .  . 

Hogs,  cwt 

Beef  cattle,  cwt.. 

Lambs,  cwt 

Milk  cows,  head. 
Veal  calves,  cwt. 

Sheep,  cwt 

Butterfat,  lb..  .  . 

Milk,  cwt 

Eggs,  doz 

Chickens,  lb 

Wool,  lb 

Apples,  bu 

Hay,  ton 

Potatoes,  bu 


Calendar  year  average 


$    .81 

.42 

1.30 

.66 

1.94 

9.97 

8.57 

12.22 

78.00 

11.27 

6.52 

.42 

2.32 

.30 

.21 

.36 

1.59 

13.88 

1.39 


1939 


$   A3 

.28 

.67 

.41 

.74 

6.56 

8.18 

8.18 

63.00 

9.15 

3.44 

.23 

1.59 

.16 

.13 

.25 

1.07 

6.05 

.80 


1940 


$   .56 

.32 

.81 

.46 

.82 

5.54 

8.84 

8.52 

65.00 

9.63 

3.44 

.27 

1.67 

.17 

.13 

.30 

1.14 

6.68 

.83 


January 
1940 


$    .50 

.37 

.91 

.48 

1.00 

5.30 

8.50 

8  20 

64.00 

10.20 

3.60 

.29 

1.75 

.17 

.12 

.30 

1.05 

6.50 

.90 


Current  months 


November 


X   .56 

.33 

.80 

.48 

.85 

5.70 

9.80 

8.40 

65.00 


9.80 

3.45 

.30 

1.90 

.23 

.13 

.33 

1.10 

6.80 

.70 


December 


$   .52 

.33 

.79 

.49 

.81 

5.80 

9.80 

8.80 

68.00 

10.20 

3.45 

.34 

2.00 

.26 

.13 

.34 

1.20 

7.30 

.70 


January 


i  54 
.34 
.81 
.49 

.91 

7.70 

10.40 

9.00 

70.00 

10.80 

3.95 

.2'* 

1.85 

.17 

.14 

.33 

1.20 

S.20 

.75 


1-uFor  sources  of  data  in  tables  see  previous  page. 

Cooperative  Extension  Work  in  Agriculture  and  Home  Economics:  University  of  Illinois,  College  of  Agriculture,  and  the  United 
States  Department  of  Agriculture  cooperating.    H.  P.  Rusk,  Director.    Acts  approveri  by  Congress  May  8  and  June  30.   1914.* 


rHE  UNIVERSITY  OF  ILLINOIS 

COLLEGE   OF   AGRICULTURE 
URBANA,    ILLINOIS 


Penalty  for  private  use  to 
payment  of  postage  $30 


IHrrctor.  Extension  Service  in 
Atriculture  and  Home  Economics 


FREE— Co-operative  Agricultural  Extension 
Work.    Acts  of  Mav  8  and  June  30,  1914 


Illinois  Farm  Economics 

EXTENSION    SERVICE    IN    AGRICULTURE    AND    HOME    ECONOMICS 

College  of  Agriculture  •  University  of  Illinois  ■  Department  of  Agricultural   Economics 

G.   L.   Jordan,   Editor  March,    1941  Number  70 

THE  RELATIONSHIP  BETWEEN  RURAL  RELIEF  PROBLEMS 
AND  AGRICULTURE  IN  ILLINOIS 

The  administration  of  relief  in  the  rural  areas  of  Illinois  is  a  major  complex 
problem  which  confronts  not  only  rural  people  but  also  all  the  people  in  the  State 
of  Illinois.  The  Agricultural  Experiment  Station  at  the  University  of  Illinois, 
therefore,  made  a  study  of  changes  in  types  and  policies  of  administration  relative 
to  rural  relief  in  Illinois,  of  the  present  causes  of  dependency  in  rural  areas,  and 
of  problems  of  public  welfare  as  compared  with  other  agricultural  and  social 
problems  in  the  state  in  order  to  suggest  certain  changes  which  seem  necessary  for 
economic  and  efficient  administration  of  the  services  now  being  offered.  The 
data  were  collected  in  connection  with  other  studies  in  the  following  13  counties: 
Coles,  DeKalb,  Franklin,  Mason,  Mercer,  Monroe,  Montgomery,  Pope,  Scott, 
Whiteside,  Woodford,  Alexander,  and  Champaign  (Fig.  1).  The  first  11  were 
included  in  a  federal  study  and  were  taken  to  be  representative  of  the  88  rural 
counties  of  Illinois  on  the  basis  of  location,  relative  relief  load  in  May  and  June, 
1935,  and  types  of  family  and  industry  and  because  no  one  of  them  contains  a 
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Fig.  1. — Counties  of  Illinois  Included  in  the  Study 
of  Rural  Home  Assistance 
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town  with  more  than  25.000  people.  Alexander  and  Champaign  counties  were 
subjects  of  special  studies  made  in  1934,  and  the  data  from  these  studies  were 
included  because  they  have  a  distinct  hearing  on  the  problem. 

The  study  showed  in  general  that  people  on  relief  in  rural  areas  in  Illinois 
were  predominantly  native-born  whites.  Their  schooling  was  less  than  was  that 
of  persons  on  relief  in  urban  areas.  The  proportion  of  families  with  children 
under  16  years  of  age  did  not  differ  greatly  between  the  rural  areas  and  the  state 
as  a  whole.  However,  a  larger  proportion  of  large  families  were  in  need  of  relief 
in  the  rural  areas.  Likewise,  more  older  people  in  need  of  relief  wrere  living  in 
rural  areas,  a  fact  borne  out  by  the  old  age  assistance  program.  The  rural  counties 
also  had  more  unemployment,  both  because  of  the  larger  number  of  older  people 
and  because  of  the  greater  incidence  of  physical  disability  in  the  rural  areas. 
About  one-fourth  of  the  experienced  employable  persons  on  relief  in  rural  areas 
reported  their  usual  occupation  as  farming  as  compared  with  about  one-tenth 
in  the  state  as  a  whole. 

Agricultural  problems  and  relief  problems  are  related,  and  other  problems 
grow  out  of  them — problems  of  importance  to  the  whole  of  society.  Some  of  the 
problems  which  are  interrelated  are  as  follows: 

The  index  of  the  level  of  living  that  was  worked  out  by  the  U.  S.  Department 
of  Agriculture  is  based  upon  a  family's  possession  of  running  water,  furnace 
heat,  electricity,  an  automobile,  and  similar  advantages.  Counties  with  a  low 
relief  rate  had  higher  indices  of  living,  and  those  with  a  high  relief  rate  had 
lower  ones.  The  range  was  very  wide — from  3  for  Pope  county  to  95  for  Wood- 
ford county,  the  latter  being  one  of  the  highest  in  the  state. 

The  proportion  of  illiteracy  was  almost  4  times  as  great  in  the  agricultural 
areas  with  lower  incomes  and  poor  soils  as  in  contrasting  areas.  Since  these 
counties  had  so  few  foreign-born  people,  the  high  illiteracy  rate  is  probably  a 
reflection  of  the  lack  of  opportunity.  Illiteracy  rates  were,  of  course,  higher 
among  people  on  relief  than  among  people  not  on  relief.  Those  who  could  not 
read  and  write  were  the  ones  who  were  also  lacking  in  other  abilities  in  general. 

The  greater  incidence  of  physical  disability  in  rural  families  on  relief  than 
in  families  in  the  state  as  a  whole  was  emphasized  in  the  study.  The  higher 
proportion  of  infant  mortality  in  the  poorer  counties  tends  to  emphasize  the  need 
for  better  health  and  more  medical  care.  The  provisions  of  the  Social  Security 
Act  pertaining  to  maternal  and  child  health  recognize  this  need. 

Counties  with  a  high  relief  rate  had  somewhat  higher  proportions  of  children 
14  to  16  years  of  age  not  in  school.  Children  of  relief  families  tended  to  quit 
school  sooner  than  did  others,  as  the  figures  taken  from  the  study  show.  Library 
service  is  far  less  available  for  rural  people  than  for  those  in  towns  and  cities. 
But,  the  poorer  rural  counties  were  not  much  worse  off  than  the  better  ones  in 
this  respect.  Relief  families  were  almost  the  last  ones  to  take  advantage  of  what- 
ever library  facilities  were  offered. 

From  one-third  to  almost  three-fourths  of  the  aged  population  of  6  of  the 
poorer  agricultural  counties  included  in  the  study  received  old  age  assistance. 
In  the  4  better  counties,  less  than  one- fourth  received  such  aid. 

More  children  are  sent  to  correctional  institutions  from  the  poorer  sections 
than  from  the  better  sections.  The  problem  of  delinquency,  consequently,  is  more 
acute  in  the  former  areas.  Facilities  for  caring  for  such  children  are  inadequate 
or  entirely  lacking  in  some  of  these  areas;  hence,  many  commitments  are  made 
which  could  be  handled  without  recourse  to  courts  if  better  facilities  were  avail- 
able. A  recognition  on  the  part  of  rural  people,  especially  those  on  relief,  that 
boys  and  girls  do  sometimes  become  delinquent  in  rural  areas  is  important. 

In  general  the  poorer  agricultural  counties  have  more  serious  social  problems 
than  do  the  better  counties.  Certainly,  the  high  relief  rate  is  an  indication  Oi 
and    doubtless   a    cause    for    these    serious    social    conditions.     Since    the    whole   of 
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Fig.  2. — Percentage  of  Total  Obligations  for  Poor  Relief  Incurred 
by  Local  Units,  January  to  December,  1937  (Illinois) 


society  is  contributing  so  much  to  the  alleviation  of  distress  in  these  areas  and 
since  these  areas  contribute  youth  to  the  better  areas,  all  the  people  should  be 
concerned  about  how  their  conditions  can  be  improved. 

The  cost  as  well  as  the  effectiveness  of  relief  administration  is,  of  course, 
significant.  The  average  monthly  case  loads  and  expenditures  were  studies  for 
11  of  the  13  counties  for  the  years  1934  to  1937.  The  11  counties  had  an  average 
monthly  case  load  per  county  of  1,029  during  the  first  6  months  of  1934.  This 
amount  increased  to  1,954  during  the  first  6  months  of  1937,  the  highest  for  the 
period  included  and  an  increase  of  almost  90  percent  in  the  3  years.  Total  ex- 
penditures for  relief  in  the  11  counties  increased  from  $1,033,634  for  the  first 
6  months  of  1934  to  $2,834,271  for  the  first  6  months  of  1937,  an  increase  of  174 
percent.  The  number  of  cases  almost  doubled  during  the  period  studied,  but  the 
expenditures  almost  tripled. 

The  extent  to  which  local  units  were  able  to  take  care  of  their  own  relief 
is  indicated  in  Figure  2.  Counties  and  townships  provided  the  general  relief 
funds  from  local  levies  until  July,  1936.  The  Illinois  Emergency  Relief  Com- 
mission Fund  came  largely  from  federal  sources  until  July,  1935,  but  after  that 
date,  state  funds  provided  the  largest  part  of  the  assistance.  Blind  pensions  and 
mothers'  pensions  were  paid  from  local  and  state  funds.  Old  age  assistance  came 
from  state  and  federal  funds.  Works  Progress  Administration  and  Farm  Security 
Administration  funds  were  entirely  federal  for  the  period  studied. 

Counties  with  low  relief  rates  were  able  to  pay  a  considerable  part  of  the  cost 
of  their  own  relief  and  welfare  work  throughout  the  entire  period.  Some  counties, 
however,  such  as  Pope  and  Scott  where  the  Illinois  Emergency  Relief  Commission 
was  responsible  for  the  largest  part  of  the  load,  had  acute  agricultural  problems. 
Franklin  and  Montgomery  counties  had  heavy  loads  because  of  the  adverse  con- 
ditions affecting  the  mining  industry.  The  11  counties  provided  only  18%  per- 
cent of  the  funds  that  they  used  as  compared  with  37% 0  percent  for  the  state  as 
a  whole  during  the  period  from  January  to  December,  1937.  Some  of  the  counties 
provided  more  than  50  percent  of  their  load  in  1937,  and  Monroe  county  provided 
100  percent. 

These  situations  led  to  the  formulation  of  the  following:  rather  definite  con- 
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elusions  in  connection  with  the  rural  relief  situation  in  Illinois.  The  methods  of 
administration  have  not  improved  as  rapidly  as  the  problems  have  grown.  They 
have,  rather,  tended  to  progress  very  slowly  and  then  only  under  the  impetus  of 
state  and  federal  influences.  The  rural  areas  are  now  faced  with  the  task  of 
simplifying  and  modernizing  relief  administration.  -Methods  must  be  devised  to 
help  the  employable  dependent  become  self-supporting  and  to  insure  the  unem- 
ployable dependent  a  decent  standard  of  living. 

A  wise  combination  of  local,  county,  and  state  administration  needs  to  be 
developed,  and  it  should  be  based  on  a  knowledge  of  the  problems  of  the  people 
and  their  circumstances  and  should  use  trained  personnel  that  is  adequately 
financed  and  exempt  from  political  influence. 

The  administration  of  all  the  forms  of  relief  needs  to  be  coordinated  and 
preferably  reorganized  into  a  single  system  which  ties  together  federal,  state, 
county,  and  local  systems,  on  the  one  hand,  and  all  categorical  systems  (those; 
based  on  classes  of  relief)  on  the  other  hand. 

The  definite  major  responsibility  for  the  making  of  policies  needs  to  be  put 
upon  the  local  community.  The  local  community  should  be  responsible  for  as 
much  of  the  financial  support  of  relief  as  possible  in  order  to  secure  local  interest 
in  the  effectiveness  of  its  administration.  Citizens  in  local  communities  should 
be  placed  on  policy-making  boards  that  are  free  from  political  or  partisan  in- 
fluences. These  boards  should  have  or  be  given  a  full  knowledge  of  the  problems 
involved  and  the  most  effective  methods  of  handling  them. 

Those  charged  with  relief  administration  should  be  properly  trained  and  em- 
ployed on  the  basis  of  their  ability  to  administer  efficiently  and  effectively.  They 
should  be  responsible  to  the  policy-making  boards  of  the  local  communities.  Their 
work  in  the  various  fields  should  be  well  integrated  so  that  no  duplication  of  aid 
is  possible  and  so  that  no  needy  family  is  overlooked. 

Units  of  administration  smaller  than  the  county  can  often  be  uneconomical 
and  inefficient.  County  or  larger  units  of  administration  should  be  organized 
where  smaller  units  cannot  be  made  to  function  competently  and  efficiently. 

Complete  and  accurate  records  should  be  kept  by  all  administrations,  and  they 
should  be  audited  by  accurate  and  responsible  auditors  periodically.  Social  and 
family  information  should  be  a  part  of  the  system  of  records  in  order  to  en- 
courage the  greatest  possible  number  to  become  self-supporting  and  in  order  to 
keep  members  of  dependent  families  from  suffering  through  an  inadequate  diet 
or  lack  of  medical  care. 

Funds  for  relief  cannot  come  wholly  from  local  sources  in  all  areas.  Since 
the  heaviest  relief  loads  are  in  the  areas  which  have  the  lowest  average  incomes 
and  the  smallest  amounts  of  taxable  property,  such  areas  are  expected  to  need 
outside  help.  The  problem  of  relief  in  the  poorer  areas  is  of  concern  to  the  whole 
of  society.  Since  the  burden  of  support  comes  ultimately  out  of  some  form  of 
taxation,  citizens  should  see  that  the  system  of  taxation  is  fair  and  that  a  larsje 
part  in  the  control  of  policy-making  rests  with  the  members  of  the  community. 

Rural  families  on  relief  are  at  a  disadvantage.  They  have  had  fewer  years 
of  schooling;  most  of  them  are  laborers  in  small  towns  and  villages  or  are  farm 
hands  or  tenants  on  poor  farms;  they  suffer  more  from  ill  health  ;  and  in  general 
they  are  less  capable  than  are  their  more  fortunate  fellows.  It  is  not  surprising 
therefore,  that  their  pride  is  easily  broken,  and  that  they  seek  the  security  of 
public  aid  and  do  not  strive  against  the  uncertainties  of  private  enterprise. 

The  solution  of  the  problem  is  exceedingly  complex,  for  it  is  related  not  only 
to  economic  conditions — fertility  of  land,  size  of  farm,  returns  to  farm  labor. 
famil}  incomes  from  other  sources,  etc. — but  also  to  social  conditions — levels  oJ 
living,  illiteracy,  health  conditions,  infant  mortality,  educational  opportunities, 
juvenile  delinquency,  and  similar  conditions.  A  provision  for  mere  sustenance 
is  not   enough    for  these  people.    They  need  adequate  nourishment   and  medical 
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care,  primarily,  but  they  also  need  encouragement  and  guidance  if  they  are  to 
become  self-supporting.  In  some  cases,  the  usual  inducements — higher  wages  in 
private  enterprises — are  not  enough.  The  inducements  must  carry  some  assurance 
of  security  and  an  outlook  for  the  future ;  they  must  be  accompanied  by  adapted 
educational  procedures  to  rehabilitate  skills,  develop  a  thirst  for  knowledge, 
rekindle  initiative,  and  recreate  self-respect.  Greater  care  in  these  matters  will 
doubtless  be  far  less  costly  to  society  than  would  be  poorly  integrated  methods 
which  provide  only  for  sustenance.  tj.  jr.  Lindstrom 


CHANGES  IN  LIVESTOCK  PRODUCTION  ON  2,847  ILLINOIS 
ACCOUNTING  FARMS,  19401 

Illinois  accounting  farmers  had  more  milk  cows,  beef  cows,  feeder  cattle,  and 
fall  pigs  on  their  farms  on  January  1,  1941,  than  on  January  1,  1940.  On  the 
other  hand,  they  had  less  feeder  lambs,  brood  sows,  spring  pigs,  and  summer  pigs. 

The  following  data  indicate  the  percentage  increases  in  livestock  on  account- 
ing farms  from  the  beginning  to  the  end  of  the  calendar  years  1938,  1939,  and 

1940 :                                                                                                 1938  1939  1940 

Class  of  livestock  (percent) 

Milk  cows 0  2  3 

Beef  cows 3  21  10 

Feeder  cattle 7  17  12 

Feeder  lambs 0  24  —  2 

Brood  sows 21  4  —2 

Spring  pigs — 14  38  —3 

Summer  pigs —10  23  —2 

Fall  pigs 23  28  9 

The  following  number  of  litters  were  farrowed  per  farm  on  Illinois  accounting 
farms  in  1939  and  1940: 

Time  of  farrow  1939  1940 

Spring 6.7  7.4 

Summer 1.1  1.0 

Fall 4.2  4.3 

Total 12.0  12.7 

Milk  cows.  On  accounting  farms,  milk  cows  showed  no  increase  in  1938, 
a  2-percent  increase  in  1939,  and  a  3-percent  increase  in  1940.  In  all  the  9  major 
type-of-farming  areas  in  Illinois,  they  showed  an  increase  in  1940.  In  the  United 
States  as  a  whole,  they  showed  an  increase  of  1  percent  in  1939  and  2  percent 
in  1940. 

Beef  cattle.  Beef  cow  numbers  have  been  increasing  on  Illinois  accounting- 
farms  for  at  least  3  years;  the  cattle  cycle  has  been  in  the  phase  of  increasing 
numbers  since  1938.  Illinois  farmers  are  attempting  to  use  the  increased  hay  and 
pasture  acreages  which  they  have  been  producing  through  cooperation  with  the 
AAA  programs.  Beef  cows  showed  a  3-percent  increase  in  1938,  a  21 -percent 
increase  in  1939,  and  a  10-percent  increase  in  1940.  Beef  cow  numbers  increased 
in  1940  in  all  the  areas  except  Area  1,  the  Chicago  Dairy  Area.  The  largest 
increases  were  in  Areas  4,  5,  and  8 — the  East  Central  Cash  Grain  Area,  the  West 
Central  General  Farming  Area,  and  the  Wabash  Valley  Grain  and  Livestock  Area. 

Feeder  cattle  increased  7  percent  in  1938,  17  percent  in  1939,  and  12  percent 
in  1940.    Feeder  cattle  numbers  increased  in  all  the  farming-type  areas  except 

'The  following  analysis  is  based  on  inventories  secured  from  farm  account  books  that  have  been 
summarized  by  the  Department  of  Agricultural  Economics,  University  of  Illinois,  in  the  Statewide  Exten- 
di' m  Project  and  in  the  Farm  Bureau  Farm  Management  Service  Project.  The  data  were  tabulated  by 
farming-type  areas,  and  state  averages  were  calculated  by  weighting  area  averages  by  the  number  of  census 
farms  in  the  area.  The  percentage  changes  were  calculated  from  beginning  of  the  year  and  end  of  the 
vear   inventories  for   the   same  farm-. 
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Fig.  1. — Numbers  of  Livestock  on  Farms  on  January  1,  1932  to  1941 
The  numbers  of  all  cattle  have  been  increasing  rapidly  since  1938.  This  fact  indi- 
cates  that  the  decreasing  phase  of  the  last  cattle  cycle,  from  1934  to  1938,  was  much 
shorter  than  usual.  Milk  cows  have  been  increasing  slowly  since  1938,  and  sheep  have 
been  increasing  since  1936.  The  sharp  decline  in  hog  numbers  in  1940  interrupted  an 
upswing  which  started  in   1935. 


Area  9,  the  Southern  Illinois  Fruit  and  Vegetable  Area.  The  increases  ranged 
from  2  percent  in  Area  1,  the  Chicago  Dairy  Area,  to  23  percent  in  Area  6,  the 
St.  Louis  Dairy  and  Wheat  Area. 

Feeder  lambs.  Two  percent  less  feeder  lambs  were  found  on  accounting 
farms  at  the  end  of  1940  than  at  the  beginning.  Of  the  2,847  farms  included  in 
the  tabulation,  only  79  had  feeder  lambs  on  January  1,  1940,  and  78  on  January  1, 
1941.  In  the  LTnited  States  as  a  wdiole,  2.6  percent  more  stock  sheep  and  feeder 
lambs  were  found  on  farms  at  the  end  of  1940  than  at  the  beginning.  This  change 
is  typical  of  the  slow  but  steady  increase  that  has  been  under  way  since  1936. 

Hogs.  Illinois  accounting  farmers  had  2  percent  less  sows  on  hand  on 
January  1,  1941,  than  a  year  earlier.  This  percentage  does  not  check  very  accur- 
ately with  the  December  pig  crop  report  which  indicated  that  Illinois  farmers 
planned  to  have  11  percent  less  sows  to  farrow  in  the  spring  of  1941  than  in  the 
spring  of  1940. 

Data  from  the  accounting  farms  indicate  that  more  litters  were  farrowed 
in  1940  than  in  1939;  whereas,  the  pig  crop  report  indicates  that  3  percent  less 
pigs  were  saved  in  the  spring  of  1940  and  5  percent  less  in  the  fall  of  1940  than 
in  corresponding  periods  of  1939.  The  accounting  records  also  show  9  percent 
more  fall  pigs  on  farms  on  January  1,  1940,  than  on  January  1,  1939. 

The  age  of  sows  shifted  very  little  in  1940.  Fifty-two  percent  of  all  the  sows 
on  accounting  farms  on  January  1.  1940,  were  gilts,  and  51  percent  on  January  1, 
1941,  were  gilts. 

Changes  in  the  number  of  hogs  on  farms  are  influenced  by  the  season  of  the 
year  in  which  the  hogs  are  marketed.  A  large  percentage  of  spring  pigs  are 
normally  marketed  from  October  through  February.  The  following  data  indicate 
that  a  larger  than-usual  percentage  of  the  1939  spring  pigs  were  marketed  after 
January  1,  1940,  and  of  the  1940  spring  pigs  before  January  1,  1941.  The 
inspected  hog  slaughter  for  5-monlh  periods  ending  Lebniarv,  1940  and  1941  was 

aS  f°ll0WS:  Percent  1941 

Total   was  of  1940 
22  851 

24    207  106 


5  monl  lis  ending  1  eb. 
5  moni hs  ending  Feb. 


Oct. 

Nov. 

Dec. 

J  mi. 

Feb. 

940 

3  545 

4  437 

5  2  Mi 

5  356 

4  277 

941 . . 

.  4  4 S3 

5  41') 

6  063 

-1  517 

3  725 

490] 


Table  1. — Numbers  of  Livestock  on  Farms  in  the  United  States  as  of  January  1 

(Thousand  head) 


Class  of  livestock 


Milk  cows 

Cattle 

Sheep 

Hogs 

Horses  and  mules 

Chickens 

Turkeys 


Average 
1930-39 


25  104 
67  041 
52  878 
50  871 
16  951 
424  414 
5  964 


1939 


25  088 
66  789 
53  783 
49  293 
15  199 
412  604 
6  418 


1940 


25  397 
68  801 
54  549 
60  207 
14  911 
429  042 
8  567 


1941 


25  917 
71  666 
55  880 
52  983 
14  602 
413  934 
7  030 


The  U.  S.  spring  pig  crop  of  1940  was  9  percent  smaller  than  was  that  of 
1939;  yet,  the  inspected  slaughter  of  hogs  from  October,  1940,  through  Febru- 
ary, 1941,  was  6  percent  larger  than  was  that  from  October,  1939,  through  Feb- 
ruary, 1940,  and  the  slaughter  was  7  percent  larger  for  the  8-month  period  end- 
ing February,  1941,  than  for  the  8-month  period  ending  February,  1940. 

If  Illinois  accounting  farmers  had  followed  this  pattern  of  marketing,  they 
would  have  had  a  larger  decrease  in  spring  pigs  on  hand  January  1,  1941,  than 
the  data  indicated. 

Two  inferences  are  possible:  (1)  the  accounting  farmers  have  not  reacted 
to  recent  economic  conditions  as  have  the  majority  of  farmers  or  (2)  all  the 
farmers  in  Illinois  raised  more  hogs  in  1940  than  the  pig  crop  reports  indicate. 
It  seems  quite  logical  that  accounting  farmers  should  produce  hogs  on  a  differ- 
ent basis  than  does  the  average  of  all  the  farmers  in  the  state.  The  former  are 
known  to  have  larger-than-average  farms,  higher-than-average  crop  yields,  more- 
than-average  amounts  of  livestock  and  to  produce  livestock  with  greater-than- 
average  efficiency.  It  is  also  logical  to  assume  that  they  use  economic  information 
to  adjust  their  production  to  fit  economic  conditions.  The  increase  in  the  number 
of  1940  fall  pigs  would  be  a  desirable  adjustment  since  the  price  ratio  between 
hogs  and  corn  will  be  favorable  when  these  hogs  are  marketed. 

Changes  in  feed  supplies  and  livestock  numbers  in  the  United  States. 
Livestock  numbers  change  in  response  to  variations  in  feed  supplies  and  feeding 
ratios.  Total  feed  supplies  per  animal  unit  have  been  at  high  levels  since  1937, 
and  the  numbers  of  cattle  and  sheep  have  been  increasing  (Table  1).  The  number 
of  hogs  increased  sharply  from  1935  to  January  1,  1940,  but  declined  sharply 
from  January  1,  1940,  to  January  1,  1941.  During  1940,  the  hog-corn  ratio  was 
unfavorable  for  feeding  since  the  price  of  corn  was  maintained  by  the  loan  pro- 
gram and  since  hog  marketings  were  large  during  a  period  when  the  volume  of 
industrial  production  was  much  below  the  present  level. 

On  October  1,  1940,  695  million  bushels  of  corn  were  carried  over,  and 
present  indications  point  to  a  carryover  of  almost  800  million  bushels  for  October 
1,  1941.  On  January  1,  1940,  the  United  States  supply  of  corn  was  2,005  million 
bushels,  which  was  much  larger  than  the  1928-32  average.  Supplies  of  oats, 
barley,  and  grain  sorghums  are  all  considerably  larger  than  they  were  a  year 
ago ;  consequently,  the  supply  per  animal  of  all  grains  is  considerably  larger  this 
year  than  last,  especially  since  grain-consuming  animal  units  have  been  reduced. 

Because  of  the  sharp  decline  in  the  number  of  hogs,  the  composite  grain- 
consuming  animal  units  decreased  about  4  percent  from  January  1,  1940,  to 
January  1,  1941.  The  composite  number,  expressed  in  terms  of  hay  and  pasture 
consuming  animal  units,  increased  about  2.5  percent  (  such  a  number  omits  hogs 
entirely).  The  hog-corn  ratio  on  the  basis  of  Chicago  prices  averaged  10.2  for 
December,   1940,  but  increased  to   12.4   for   February,   1941.     However,   the  im- 
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provement  in  the  ratio  came  too  late  to  influence  the  number  of  sows  which  will 
farrow  in  the  spring  of  l'Ml,  hut  it  may  increase  somewhat  the  number  of  summer 
.and  fall  pigs.  Illinois  accounting  farmers  did  not  decrease  their  hog  production 
in  l'MO  below  that  of  1939,  and  they  had  only  2  percent  less  sows  available  for 
farrow  in  the  spring  of  1941  than  in  the  spring  of  1940.  This  fact  indicates  that 
they  may  have  followed  outlook  reports  which  predicted  higher  hog  prices  for 
l'»41  as  a  result  of  decreased  hog  marketings  and  an  increase  in  demand. 

P.  E.  Johnston 

FACTORS  INFLUENCING  LAND  USE  IN  VERMILION  COUNTY1 

The  increased  interest  in  soil  conservation  during  the  past  ten  years  has 
focused  a  great  deal  of  attention  on  land  use,  land-use  planning,  and  the  many 
interlocking  and  complex  problems  associated  with  them.  A  recent  study  ex- 
amined the  influence  of  some  of  the  various  factors  on  land  use  on  512  mortgaged 
farms2  in  Vermilion  county,  Illinois,  and  made  a  special  attempt  to  determine  the 
effect  of  the  size  of  debt  burden  upon  the  land-use  program  on  individual  farms.3 
The  relationships  between  land  use  and  other  factors,  such  as  soil  quality,  topog- 
raphy, and  tenure,  were  also  considered.  Unless  otherwise  specified,  the  land-use 
relationships  refer  to  the  year  1935. 

Soil  quality.  Land  use  differed  somewhat  among  the  farms,  according 
to  the  quality  of  the  soils.  The  farms  which  were  indicated  by  the  average  corn 
yield  and  average  soil  productivity  index  to  be  the  upper  third  in  productiveness 
had,  on  the  average,  15  percent  more  of  their  total  area  in  cropland  than  did  the 
group  which  included  the  lower  third  of  the  farms.  Thus,  a  smaller  proportion 
of  the  land  was  available  for  crop  production  on  the  farms  which  had  the  least 
productive  soils.  In  this  county,  soil  quality  and  topography  are  positively  as- 
sociated, and  the  more  rolling  the  land,  the  less  the  available  cropland.  In  1935. 
the  most  productive  farms  had,  on  the  average,  1.9  percent  more  of  their  cropland 
in  corn  and  2.2  percent  more  in  wheat  than  did  the  least  productive  farms.  These 
differences  are  not  large  enough  to  be  significant.  The  proportion  of  cropland 
in  oats  showed  a  definite  and  regular  tendency  to  be  less  on  the  least  productive 
soils  (10.3  percent  less  on  the  low  third  than  on  the  high  third),  and  soybeans 
accounted  for  6.5  percent  more  of  the  cropland  on  the  poor  farms  than  on  the 
good  farms.  The  percent  of  cropland  devoted  to  all  soil-depleting  crops  decreased 
somewhat  with  soil  quality,  the  decrease  being  most  noticeable  between  the  good 
and  fair  grade  of  soil.  The  proportion  of  cropland  in  hay  and  rotation  pasture 
averaged  4.1  percent  less  on  the  farms  on  good  soil  than  on  the  farms  on  only 
fair  soil,  but  the  farms  on  fair  and  poor  grades  of  soil  showed  practically  no 
difference  in  this  respect.  As  would  be  expected,  the  proportion  of  wasteland 
increased  as  the  soil  quality  decreased. 

Topography.  On  the  whole  the  differences  in  land  use  in  1935  were  not 
great  among  farms  on  level,  undulating,  and  rolling  land.  When  the  farms  w  ere 
grouped  by  topography,  the  average  percent  of  cropland  in  corn,  wheat,  oats,  and 
total  soil-depleting  crops  was  smaller  as  the  land  became  more  rolling.  The  pro- 
portion of  land  in  cropland  averaged  80.1,  80.9,  and  69.0  percent  for  the  level, 
undulating,  and  rolling  farms,  respectively,  indicating  verv  little  difference  on 
the  two  mi  ire  level  classes  of  land  but  showing  a  considerable  decrease  between 
l  hem  and  the  rolling  land. 

As  mentioned  previously,  topography  and  soil  quality  are  closely  associated. 

'This  article  is  tin-  second  in  i  series  of  summary  reports  on  the  relationship  <>f  credit  ami  land  use 
The  first,  "Mortgage  Debt  and  Land  Use  in  Cumberland  County."  was  in  tin-  July,  1940  issue  of  Illinois 
Farm  /<  onotnii  .*. 

'Farms  mi  which  mortgages  were  not  past  due  at  the  time  tin-  study  was  made. 

sLand-use  information  on  these  farms  was  secured  from  AAA  records  for  all  tin-  farms  in  193S  ami 
fiu    A  A  A  cooperators  in    1 9  19 
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Of  the  329  farms  for  which  a  topography  rating  was  available,  only  two  farms 
classed  as  rolling  were  found  to  be  on  a  good  grade  of  land.  The  rolling  farms 
had  larger  proportions  of  land  in  timber  pasture,  plowable  pasture,  and  wasteland 
as  well  as  a  larger  percent  of  cropland  in  hay  and  rotation  pasture,  than  did  the 
more  level  farms.  Thus,  the  operators  on  the  rolling  land  followed  a  more  soil- 
conserving  system  of  farming  than  did  those  on  the  more  level  land,  even  in  1935 
when  the  AAA  was  just  getting  under  way. 

Type  of  tenure.  Of  the  512  mortgaged  farms  included  in  the  study,  279 
were  operated  by  owners,  221  by  tenants,  and  12  by  a  combination  of  the  two. 
Within  each  tenure  group,  the  farms  on  different  grades  of  land  showed  no 
apparent  significant  differences  in  the  proportion  of  cropland  in  corn ;  however, 
the  tenant  farmers  on  each  grade  of  land  tended  to  have  a  higher  proportion  in 
this  grain  crop.  The  differences  between  the  tenant-operated  farms  and  owner- 
operated  farms  were  8.8,  4.9,  and  7.1  percent  for  the  good,  fair,  and  poor  grades 
of  land,  respectively.  The  tenant-operated  farms  had  a  lower  percent  of  cropland 
in  wheat  than  did  the  owner-operated  farms ;  and,  on  all  except  the  fair  grade 
of  soil,  they  had  a  larger  percent  of  cropland  in  soybeans  harvested  for  grain. 
On  all  three  grades  of  land,  the  proportion  of  cropland  in  the  combined  acreage 
of  soil-depleting  crops  was  higher  on  the  tenant-operated  farms.  This  fact, 
together  with  the  smaller  percent  in  hay  and  rotation  pasture  and  the  lower 
yields  in  corn  on  comparable  grades  of  land  for  tenant-operated  farms  than 
for  owner-operated  farms,  indicates  that  the  tenant-operated  farms  were  cropped 
more  heavily  than  were  the  owner-operated  ones. 

Size  of  debt  burden.  The  average  size  of  debt  per  acre  for  the  398  farms 
for  which  complete  debt  information  was  obtained  was  $57,  and  the  average  ap- 
praised value  at  the  time  the  loan  was  closed  was  $123,  giving  a  loan  ratio  of 
47  percent.  The  size  of  debt  per  acre  varied  directly  with  soil  productivity  and 
indicated  a  tendency  for  the  better  lands  to  be  more  heavily  mortgaged.  The 
average  loan  ratio,  however,  increased  slightly  as  the  soil  quality  became  lower. 

Thus,  on  loans  closed  before  1934,  the  loans  per  acre  mortgaged  on  good, 
fair,  and  poor  soils  averaged  $62,  $64,  and  $50,  respectively,  and  the  loan  ratios 
were  36.9,  41.3,  and  41.0,  respectively.  On  loans  closed  after  1934,  the  loans  per 
acre  mortgaged  averaged  $65,  $56,  and  $43,  for  the  respective  soil  classes,  and  the 
loan  ratios  were  50.2,  52.8,  and  53.7,  respectively. 

Greater  differences  were  made  in  the  amount  loaned  per  acre  on  the  different 
qualities  of  land  after  1934  than  before  that  date.  The  practice  in  the  later 
period  more  nearly  recognized  the  large  differences  in  the  inherent  value  of  these 
different  lands.  Proper  differentiation  in  the  value  of  land  is  a  first  step  in  making 
intelligent  land-use  policies  possible,  and  credit  agencies  in  this  area,  at  least 
since  1934,  have  followed  loan  policies  which  will  tend  toward  such  differentiation. 

No  marked  differences  were  noted  in  land  use  in  1935  in  the  different  debt 
groups  on  farms  with  similar  soil  quality.  However,  the  percent  of  cropland  in 
wheat  showed  a  definite  tendency  to  be  less  in  the  higher  debt  groups  and  that 
in  soybeans  showed  a  definite  tendency  to  be  more.  The  percent  in  total  soil- 
depleting  crops  tended  to  increase,  and  the  percent  in  hay  and  rotation  pasture 
tended  to  decline,  particularly  on  the  poor  soils.  Hozvever,  these  differences  are 
less  significant  than  are  those  related  to  soils  and  to  tenure. 

Location.  The  farms  which  are  south  of  the  Bloomington  moraine  are  on 
somewhat  better  land  and  had  an  average  debt  of  $3.40  more  per  acre  of  land 
mortgaged  and  an  average  debt  of  $2  more  per  acre  of  land  farmed  than  did  the 
farms  which  are  north  of  the  southern  edge  of  the  moraine.  One  reason  for  these 
relatively  small  differences  was  the  failure  of  the  earlier  appraisers  to  recognize 
the  differences  in  productiveness  among  these  various  soil  types  found  in  the  two 
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areas.  This  failure  to  appraise  the  land  properly  resulted  in  farms  in  the  northern 
half  of  the  county  being  mortgaged  more  heavily  as  compared  to  their  productive 
power  than  were  the  farms  in  the  southern  half. 

An  analysis  of  the  land  use  in  1935  in  the  two  sections  indicated  a  slightly 
larger  average  percent  of  cropland  in  the  northern  half  of  Vermilion  county 
than  in  the  southern  half.  The  farms  in  the  northern  section  had  a  larger  per- 
cent of  cropland  in  corn  and  soybeans  for  grain  and  a  somewhat  lower  percent 
of  cropland  in  wheat  and  oats  than  did  those  in  the  southern  section.  The  two 
sections  showed  no  significant  differences  in  the  average  proportion  of  cropland 
in  soil-depleting  crops,  cropland  not  harvested,  or  hay  and  rotation  pasture.  The 
differences  between  these  two  areas  would  indicate  a  tendency  for  the  section 
with  the  largest  debt  burden  per  acre  as  compared  to  its  productive  capacity — 
that  is,  the  northern  section — to  have  more  corn  and  soybeans,  decidedly  less 
wheat,  and  somewhat  less  oats  than  would  the  section  with  the  smallest  debt 
burden.  The  similarity  between  the  average  percent  of  cropland  in  all  soil-de- 
pleting crops  in  the  two  areas  does  not  indicate  a  great  tendency  to  put  more  land 
in  soil-depleting  crops  as  the  weight  of  the  debt  burden  increased  but  rather  to 
shift  from  one  kind  of  soil-depleting  crop  to  another.  It  also  indicates  a  tendency 
tor  the  more  heavily  indebted  area  to  have  a  larger  percent  of  cropland  in  corn 
and  soybeans  harvested   for  grain,  the  two  highest  profit  crops  in  that  section. 

Indicated  relationships  in  1939.  By  1939  the  picture  had  changed  some- 
what. The  farms  in  the  northern  part  of  the  county  still  had  a  larger  percent 
of  cropland  in  corn  and  a  smaller  percent  in  wheat,  but  the  proportion  of  crop- 
land in  oats  and  soybeans  had  changed  so  that  the  more  productive  southern 
section  had  a  larger  percent  of  soybeans  and  a  smaller  percent  of  oats.  The  AAA 
program  had  also  caused  an  adjustment  in  the  percent  of  total  soil-depleting  crops 
so  that  the  farms  in  the  southern  area  exceeded  those  in  the  northern  area  in 
that  respect. 

Summary.  From  this  study  (1)  soil  quality  as  associated  with  topography, 
(2)  type  of  tenure,  and  (3)  the  AAA  program  were  more  important  in  in- 
fluencing differences  in  land  use  among  farms  in  Vermilion  countv  in  the  period 
studied  than  was  the  size  of  debt  burden. 

The  farms  on  the  more  fertile  soil  and  the  more  level  topography  had  a  larger 
percent  of  their  land  in  cropland,  a  higher  percent  of  that  cropland  in  the  various 
soil-depleting  crops,  a  lower  percent  in  crops  not  harvested,  and  a  lower  percent 
in  hay  and  rotation  pasture.  Farms  on  the  more  rolling  topographv  followed  a 
somewhat  less  intensive  system  of  farming  than  did  those  on  the  more  level  land. 

The  tenant-operated  farms  were  definitely  cropped  more  heavily  than  were 
the  owner-operated  ones.  This  situation  reflects  the  greater  pressure  for  tenant- 
operated  farms  to  intensify.  The  tenant  desires  more  high-profit  crops  in  order 
to  meet  his  farm  and  family  expenses  and  to  earn  a  surplus,  and  the  landlord 
wants  a   satisfactory   rent. 

The  farms  which  were  carrying  the  highest  debt  burden  tended  to  have  a 
larger  proportion  ot  their  cropland  in  the  more  intensive  higher  profit  crops,  such 
as  corn  and  soybeans,  and  a  somewhat  lower  percent  of  their  cropland  in  eats 
and  wheat,  crops  not  harvested,  and  hay  and  rotation  pasture.  This  was  especially 
true  for  the  tenant-operated  farms.  In  some  cases,  the  farms  with  the  highest 
debt  ratios  tended  to  have  more  soil-depleting  crops;  but,  in  most  cases,  the  pro- 
portion of  cropland  in  those  crops  was  so  high  (up  to  97.1  percent  in  1935)  that 
there  was  little-  room  for  an  increase.  Therefore,  the  desire  to  obtain  more  money 
from  crop  production  had  to  be  accomplished  by  shifting  from  one  crop  to  another 
rather  than  by  increasing  the  total  acreage. 
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On  cooperating  farms,  the  AAA  program  has  resulted  in  a  decrease  in  the 
percent  of  cropland  in  soil-depleting  crops  and  an  increase  in  the  proportion 
devoted  to  the  production  of  legumes  and  other  soil-conserving  crops. 

N.  L.  Smith  and  L.  J.  Norton 

AN  ANALYSIS  OF  ILLINOIS  LEGISLATION  RELATIVE  TO 
THE  CONSOLIDATION  OF  POLITICAL  UNITS 

Illinois  law  provides  for  the  organization  of  at  least  17  kinds  of  local  govern- 
mental units  or  districts  characterized  as  public  corporations.  All  these  units, 
except  soil  conservation  districts,  have  the  power  to  tax. 

Of  this  number,  the  following  7  have  been  given  the  power  to  consolidate: 
Municipalities  (special  law  for  School  districts 

the  city  of  Chicago)  Road  districts 

Counties  Drainage  districts 

Townships  Park  districts 

The  following  10  have  not  been  given  that  power: 

Public  health  districts  Forest  preserve  districts 

Sanitary  districts  Mosquito  abatement  districts 

Wildlife  districts  River  conservancy  districts 

Soil  conservation  districts  Fire  protection  districts 

Water  districts  Tuberculosis  sanitarium  districts 

Theoretically,  no  reason  can  be  given  for  these  ten  not  having  the  power 
to  consolidate.  Practically,  the  two  groups  have  a  substantial  difference:  The 
group  with  the  power  contains  units  which  are,  for  the  most  part,  in  close  prox- 
imity— for  example,  the  state  is  completely  covered  with  counties,  and  drainage 
districts  adjoin  each  other  over  large  areas.  Furthermore,  all  the  units  in  this 
group  are  active  and  are  of  general  importance  ;  whereas,  many  of  those  in  the 
second  group  are  used  on  a  limited  scale.  However,  as  a  matter  of  long-time 
policy,  consolidation  provisions  could  well  be  written  into  the  laws  creating  each 
of  these  units,  and  some  uniformity  in  the  method  of  consolidation  could  well 
be  provided.  The  accompanying  table  (pages  496-499)  presents  a  comparison  of 
the  present  procedures  on  consolidation. 

Conclusions.  Merging  is  an  important  and  familiar  procedure  in  business 
and  industry.  Corporations  that  are  unable  to  exist  alone  have  frequently  been 
saved,  or  at  least  salvaged,  by  combining  with  another  organization.  Reduction 
of  overhead  and  administrative  personnel,  more  efficient  use  of  equipment,  greater 
bargaining  power,  increased  flexibility  of  operating  plans,  wider  range  of  invest- 
ment and  financing  opportunities,  and  many  other  advantages  result  from  the 
successful  merger  of  two  or  more  independent  businesses. 

Units  of  government  may  find  that,  when  circumstances  warrant,  consolida- 
tion will  gain  similar  advantages  for  them.  Some  political  units  always  have 
been  inefficient.  Inadequate  size,  population,  and  property  values  are  the  primary 
faults.  Counties  unable  to  support  public  buildings,  townships  unable  to  afford 
adequate  road  machinery,  and  school  districts  unable  to  finance  adequate  im- 
provement, conveniences,  and  instruction  exemplify  problems  which  consolidation 
would,  in  a  measure,  solve.  Local  sentiment  regarding  long-established  political 
units,  entrenched  officers  and  personnel,  lack  of  familiarity  with  the  consolidation 
laws,  insistence  that  consolidation  destroys  local  self-government,  inadequate  and 
complicated  laws,  and  insufficient  facts  have  all  retarded  the  combination  of 
political  units.  In  the  future,  more  attention  will  have  to  be  given  to  the  problem 
of  consolidation.  To  that  end,  an  adequate  research  program  that  will  provide 
facts  with  which  to  work  needs  to  be  developed.  H.  W.  Hannah 
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Table  A. — Indexes  of  United  States  Agricultural  and  Business  Conditions 


War  and 
month 


Base  period 

1929 

1930 

1931 

1932 

1933 

1934 

1935 

1936 

1937 

1938 

1939 

1940 

1940  Jan..  . 
Feb... 
Mar. . 
Apr..  . 
May. . 
June. . 
July.. 
Aug.. . 
Sept. . 
Oct. .  . 
Nov. . 
Dec. .  . 

1941  Jan... 
Feb..  . 


Commodity  prices 


Wholesale  prices 


All  com- 
modities1 


1926 
95 
86 
73 
65 
66 
75 
80 
81 
86 
79 
77 
78 

79 

79 

78 

79 

78 

78 

78 

77 

78 

79 

80 

80 

80" 

80" 


Farm 
products2 


1926 
105 

88 

65 

48 

51 

65 

79 

81 

86 

69 

65 

68 

69 
68 
68 
69 
68 
66 
66 
66 
66 
66 
68 
70 
72 
71" 


Illinois 
farm 
prices8 


1924-29 
104 
89 
62 
41 
45 
61 
82 
86 
96 
69 
65 
69 

68 
67 
66 
67 
69 
65 
67 
69 
72 
72 
73 
74 
78 
76" 


Prices 
paid  by 
farmers* 


1924-29 
99 
94 
80 
69 
71 
80 
81 
80 
84 
80 
78 
79 

79 
79 
79 
80 
80 
80 
79 
79 
79 
79 
79 
79 
80 
80 


Income  from  farm  marketings 


U.S. 

In 
money1 


1924-29 
103 
83 
58 
43 
49 
57 
64 
74 
80 
72 
72 
78 

79 
83 
76 
82 
80 
70 
71 
71 
76 
80 
80 
86 
86" 


Illinois 


In 
money8 


1924-29 
103 
87 
58 
43 
51 
55 
65 
82 
87 
81 
81 

100 
100 

98 

76 

90 

71 

72 

80 

84 

98 
101 
105 


In  pur- 
chasing 
power7 


1924-29 
104 

93 

72 

62 

72 

69 

80 
103 
103 
101 

97 
113 

126 
126 
124 

96 
112 

89 

90 
101 
106 
124 
128 
131 


Non- 
agricul- 

tural 
income8 


1924-29 
107 
100 

87 

68 

63 

72 

77 

90 

95 

88 

93 

97 

96 

96 

95 

96 

97 

98 

99 
100 
100 
102 
103" 


Factory 
payrolls* 


1923-25 
110 

89 

68 

47 

50 

64 

74 

86 
102 

78 

92 
105 

100 

99 
100 

98 

98 
100 

98 
106 
112 
116 
116 
122 
120" 


Indus- 
trial 

produc- 
tion10 


1935-39 
110 

91 

75 

58 

69 

75 

87 
103 
113 

88 
108 
122" 

122 
116 
113 

111 
115 
121 
121 
121 
125 
129 
132 
138 
139 
141" 


Table  B. — Prices  of  Illinois  Farm  Products" 


Product 


Calendar  year  average 


1939 


1940 


February 
1940 


Current  months 


December 


January 


February 


Corn,  bu 

Oats,  bu 

Wheat,  bu 

Barley,  bu 

Soybeans,  bu. .  .  . 

Hogs,  cwt 

Beef  cattle,  cwt.. 

Lambs,  cwt 

Milk  cows,  head. 
Veal  calves,  cwt. 

Sheep,  cwt 

Butterfat,  lb. .  .  . 

Milk,  cwt 

Eggs,  doz 

Chickens,  lb 

Wool,  lb 

Apples,  bu 

Hay,  ton 

Potatoes,  bu 


$   .81 

$   .43 

.42 

.28 

1.30 

.67 

.66 

.41 

1.94 

.74 

9.97 

6.56 

8.57 

8.18 

12.22 

8.18 

78.00 

63.00 

11.27 

9.15 

6.52 

3.44 

.42 

.23 

2.32 

1.59 

.30 

.16 

.21 

.13 

.36 

.25 

1.59 

1.07 

13.88 

6.05 

1.39 

.80 

$    .56 

.32 

.81 

.46 

.82 

5.54 

8.84 

8.52 

65.00 

9.63 

3.44 

.27 


$   .51 

.37 

.91 

.48 

.94 

5.00 

8.10 

8.20 

63 .  00 

9.70 

3.75 

.28 

1.70 

.20 

.12 

.29 

1.05 

6.60 

.90 


$   .52 

.33 

.79 

.49 

.81 

5.80 

9.80 

8.80 

68.00 

10.20 

3.45 

.34 

2.00 

.26 

.13 

.34 

1.20 

7.30 

.70 


a  .54 

.34 
.81 
.49 
.91 

7.70 
10.40 

9.00 
70.00 
10.80 

3.95 
.29 

1.80 
.17 
.14 
.33 

1.20 

8.20 
.75 


$    .54 

.33 

.76 

.48 

.83 

7.50 

9.90 

9.20 

73.00 

11.40 

4.20 

.28 

1.75 

.14 

.14 

.33 

1.20 

8.20 

.75 


1_,2For  sources  of  data   in   tables  see   previous  issue. 

Cooperative  Extension  Work  in  Agriculture  and  Home  Economics:  University  of  Illinois,  College  of  Agriculture,  and  the  United 
States  Department  of  Agriculture  cooperating.    H.  P.  Rusk,  Director.    Acts  approved  by  Congress  May  8  and  June  30,  1914. 


THE  UNIVERSITY  OF  ILLINOIS 

COLLEGE   OF   AGRICULTURE 
URBANA,    ILLINOIS 


Penalty  for  private  use  to  ■' 
payment  of  postage  $300 


FREE— Co-operative  Apical tural  Extension 
Work.     Act*  of  May  8  and  June  30.  1914 
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